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The Volvo production company within the EEC-bloc, Volvo 
Europa N.V., was inaugurated on 3rd November, 1965, by 
H.R.H. Prins Bertil in the presence of the Belgian Vice-Premier 
Antoon Spinoy, Managing Director Gunnar Engellau and in- 


vited guests and employees. 
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General Meeting 

The Annual General Meeting will be held at the office of 
Skandinaviska Banken in Gothenburg at 10 a.m. on Monday, 
9th May, 1966. Shareholders wishing to attend should notify 
the Board not later than Thursday, Sth May, 1966. 


Proposed distribution of profits 

The balance of unappropriated earnings available for disposition 
by the General Meeting amounts to kr. 107,507,000: —. The 
Board and Managing Director propose to the General Meeting 
that a dividend be paid for the year 1965 on Coupon No, 31 
of kr. 3: 90 per share. The dividend, which corresponds to 6 % 
of the Company share capital together with the proposed scrip 
issue, will absorb a sum of kr. 17,784,000: and can be drawn 
at any of the branches of Skandinaviska Banken after the 
General Meeting. 
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Financial Highlights 


(amounts in kr. million) 


1965 
The Volvo Group of Companies 


Sales 

Earnings before depreciation, allocations and taxes . 
in % of sales . 

Depreciation according to plan 

Allocations 

Taxes 

Net profit . 

Capital expenditure for the year . 

Number of employees at 31st December 

Salaries and wages . 


*) Of which the minority share in 1965 was kr. 1.6 million; and in 1964 
kr. 1.5 million. 


Parent Company 


145-136 
SACRE ee ee ee Eee Fg ee ee Ae 1,882.0 


Number of vehicles sold 


Earnings before depreciation, allocations and taxes. . . . . Dial 

TR OL ESALCS ike. eyeagt tery toy” <8 a Sh me 4 eee ee Dis 
MepnecinuonedaccOrding sO) pla Diem a ene nn ee 42.8 
NUGGALONSEME NTE Gt atane | NS pe ae eee ee ee meer ee ee 2, 
AR COMES...  Secetaten =< wate 1. RURAL, WAY UM ok. PCT roe, Do 
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ieuajremedl Gili s) cme eer pret bese We oG So ok 17.8 


erie ake oe Oc. AP Meee meine roel 1 oa Se: 3: 90* 


Number of employees at 31st December . . ..... . 13,465 
SRIETSOS CHIC RISES: ek oc ee es a Ee 283.6 


*) The 1965 dividend corresponds to kr. 3: — per share of the existing share 
capital increased as a result of the proposed scrip issue. 

Note: Included among the allocations are the dissolved capital surpluses of pension 
foundations which amount to kr. 21.6 million for the Group (kr. 16.9 million in 
1964) and kr. 16.7 million for the Parent Company (kr. 11.1 million in 1964). 
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General 

During the year under review, market conditions on the whole 
were favourably disposed to Group product sales. A recessive 
tendency on the part of the economic development was, how- 
ever, noticeable during the latter half of 1965. For the Volvo 
Group of Companies this meant somewhat less congenial trad- 
ing conditions above all with regards to exports. A contribu- 
tory factor to this was the various measures adopted by a 
number of European countries to counteract inflation and 
currency devaluation, measures such as regulations to control 
imports, increases in the consumption tax and restrictions with- 
in the hire-purchase trade. 

The highly favourable state of the market in USA resulted 
in a further upswing in car sales, while political unrest and 
economic instability adversely affected market conditions in 
many of those countries undergoing development. 

Group turnover rose by 12 % to a new record figure of 
kr. 2,793 million. 

Car deliveries increased as a result of the continued expan- 
sion of passenger car production. By the end of the year, 
importers and dealers were able to build up their stocks to a 
more normal level. 

The production volume of commercial vehicles remained 
unchanged in the course of the extensive conversion to a 
completely new line of truck products. In spite of the reduc- 
tion in the number of vehicles delivered, the value of these 
deliveries was somewhat greater as heavier and more fully 
equipped units were involved. Product development work of 
many years standing together with implemented manufactur- 
ing rationalization and capacity expansion have greatly en- 
hanced the competitiveness of these products and laid the 
groundwork for increasing sales with special emphasis on 
exports. 

Sales of Bolinder-Munktell products continued to increase, 
particularly on the Swedish market. Comprehensive product 
development work on loading machines, excavators, forestry 
tractors and dumper vehicles underlined the importance of 
these products which accounted for 27 % of the company’s 
external sales. The trading position of Bolinder-Munktell was 
improved and continued expansion is anticipated during the 
next five years. 

Production reorganization concerning heavy-duty Diesel 
engines resulted in a considerable shortage of these units in- 
tended for sale for industrial purposes. The increase in Volvo 
Penta sales was, therefore, confined entirely to smaller type 
marine engines. 

Sales of machine tools increased, but profits arising thereof 
were unsatisfactory. During the next few years, the production 
of these tools will undergo structural modification with a view 
to limiting the assortment produced. 

The rise in sales of web offset presses and other recently 
introduced printing products brought about a considerable 
Increase in turnover. 

Deliveries of jet engines for the aircraft type 35 “Draken” 
were made to the Swedish Air Force in accordance with the 
delivery programme. The development work on the RM8 
engine, intended for the aircraft type 37 “Viggen”, proceeded 
according to plan and the first completed engines were test- 
driven. 

The extent of and delivery date for this project will deci- 
sively affect future employment and further activity at Svenska 
Flygmotor, even if major efforts are being made to enable 


the Company to produce goods which can be absorbed by 
the civilian market. 


The unabated increase in tariffs within EEC hindered the 
progress of Group sales within this trading bloc. Sweden’s 
membership of EFTA still does not provide a sufficient mar- 
keting potential, especially as several countries belonging to 
EFTA have not carried out the anticipated gradual reduction 
in their import duties on motor vehicles. 

The car factory in Belgium, which was inaugurated during 
the year, is part of the plan to rehabilitate gradually the de- 
teriorated trading conditions vis-a-vis EEC pending a future 
amalgamation between the two market blocs. 

The shortage of Swedish labour became more noticeable 
during the year and the stepped-up manufacturing programme 
within the Volvo Group could only be carried out thanks to 
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The new Volvo Europa N.V. factory in Ghent has an annual production capacity of 14,000 cars. 


the influx of workers from abroad. Forecasts concerning the 
future development of the Swedish population are not very 
promising. The realization of the continued expansion of the 
Group companies will involve increasing production abroad. 
Such a development can be precipitated by the continued de- 
terioration in the price situation in Sweden compared with 
that outside this country. 


Sweden 

Apart from minor adjustments, Group products were able 
to maintain their leading position on the Swedish market. 
Passenger car sales in particular, however, faced competition 
which is becoming increasingly stiffer each year. 

Sales in Sweden went up by 21 % to kr. 1,575 million, 
which corresponds to 56 % of the total turnover of the Group. 
The Swedish market accounted for 53 % of products intended 
for civilian use. 


Exports 

Group exports rose by kr. 129 million to kr. 1,026 million. 
This rate of increase, 14 %, was somewhat lower than during 
1964. The distribution of exports can be seen from the 
following table: 


kr, million 
1965 1964 
Scandinavia, Finland and Iceland . 338 314 
Europe, excluding countries above. DSS) 254 
North America SMR foe 232 176 
@QUWner iA , « 6 © o o © «© 161 I 


Exports to the EFTA countries amounted to kr. 451 
million (an increase of 14% compared with 1964) and to 
the EEC-bloc kr. 163 million (an increase of 5 % from 1964). 

The sales increase in both USA and Canada was consider- 
able. 

The value of the deliveries to the markets in Asia and 
Africa was largely of the same magnitude as for the previous 
year, while an increase could be noted for the markets in 
South and Central America. 


Expenditure 
The high rate of plant expansion continued and resulted in 
total capital expenditure of kr. 171 million. An account is given 
on page 16 of the plants completed during the year as well 
aS important decisions concerning new expenditure within 
the Automotive Products Divisions of Volvo. 

During the next few years, Bolinder-Munktell intends utiliz- 
ing capital from the reserve for future investments to extend 
its plants in Eskilstuna, Arvika and Hallsberg. 


Trading Results of the Volvo Group of Companies 
The increase in turnover, which was partially linked with 
price increases, together with the full utilization of the Group’s 
production capacity, could not quite counterbalance the rises 
in costs which occurred throughout the year. The reorganiza- 
tion of production concerning commercial vehicles limited 
the output volume of these units and absorbed large costs. 
As previously, increased product development costs for both 
Volvo and Bolinder-Munktell were charged to the trading 
results. 

Group profits before allocations were somewhat lower than 
for the previous year. In spite of the increase in the output 
volume and rationalization measures, the climbing tendency 
of costs renders more difficult the possibility of maintaining 
profits in relation to turnover. 

For both the Parent Company and the wholly-owned sub- 
sidiary manufacturing companies, requisite capital was taken 
from the trading surplus partly in order to consolidate up to 
the maximum amount permitted by current tax law provisions 
and partly to make allocations to the reserves for future in- 
vestments. 

Group plans for continued expansion during the remainder 
of the 1960s will proceed as intended. Capital investments 
aimed at increasing capacity, the maintenance of product de- 
velopment at a continuosly high rate and increased commit- 
ments concerning the preparation and development of markets, 
this involving higher export credits, will impose greater de- 
mands on the financial resources of the Group companies. 

Liquidity is still good and will be further strengthened by the 
proposed new share issue of the Parent Company. 
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Consolidated Profit and Loss Account for 1965 and balance of unappropriated earnings 


‘Salesman 


Cost of products sold (depreciation 1965 kr. 70.8 million; 1964 


57 million) 


Trading profit 


Miscellaneous income 


Interest . eae 
Cash discounts received 
Sundry income 


Miscellaneous costs 


Interest . 
Sundry costs . 


Allocated to 


General stock reserves . : 
Reserves for future investments . 


Taxes on income 


Minority share in profits . 

Net profit for 1965 SAK tc ek oe Chae en 
Balance of unappropriated earnings at beginning of year 
Legal reserves, released as a result of merger . 
Allocation to valuation reserve . 

Less scrip issue of Parent Company 


Less: 


Allocations to legal reserves . 
Dividend of Parent Company 


Balance of unappropriated earnings at 31st December, 1965 . 


1965 1964 
kr. million kr. million 
2,793.4 2,482.5 
2,235.9 
246.6 
333.3 
9.3 
14.0 56.6 
303.2 
19.4 
8.9 28.3 
274.9 
ES 
OM 114.5 
160.4 
82.0 
78.4 
lS 
76.9 
WA! 
—57.0 20.4 
97.3 
11.0 
WS. 7/ 24.7 
WOE 


Consolidated Balance Sheet as at 31st December, 1965 


Assets 

Fixed assets 
Property, machinery and equipment 
Shares 


Capital expenditure decided upon . 


Current assets 


Stocks, gross amount 
Less stock reserves . 


Book value of stocks 
Debtors 
Short-term loans nd nivecnnents 
Cash at banks and in hand 
1965 
Seemmies pecs) . . 5 . » o « 373.4 
Total assets rape. 5 Syn are 


Shareholders’ equity and liabilities 
Shareholders’ equity 
Share capital . 
Legal reserves ; 
Unappropriated eerie , 


Minority shareholders’ equity 


Reserves for future investments . 


Long-term liabilities 


Pension Foundations 
Bond loans : 
Promissory loans nnd mOrieae jeans : 


Capital expenditure commitments . 


Current liabilities 

Suppliers : 

Advance payments from pastomcre 

Bank loans 

Taxation ‘ 

Dividend for the year of Parent “Company 

Sundry creditors and provisions . ; 

1965 

Contingent liabilities 2) 64.0 


Total shareholders’ equity and liabilities . 


1964 
365.6 


1964 
S53 
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1965 1964 


kr. million 


kr. million 


409.2 
37.8 


346.7 


1523 362.0 


188.0 


LAO 7 


1,760.2 


218.9 


188.0 


800.3 


1,760.2 
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Manufacturing divisions within AB Volvo 


Manufacturing subsidiary companies 


Sales companies 


és Companies included in the Volvo 
Automotive Products Divisions of the Group 


Grafiska Maskin AB, 


Trolihattan 


Tirfing Printing 
Machinery Inc., 
Rockleigh, N.J. 


Tirfing Schnell- 
pressen-Vertriebs 
GmbH, 
Frankfurt-on-Main 


A. Anderssons 
Maskin AB, 


Uddevalla 


Bolinders Finska AB, 
Helsinki 


Volvo Traktor A/S, 
Copenhagen 


Bolinders Norske A/S 
Oslo 


Volvo-Bolinders S.A., 


Paris 


Manufacturing Programme of the Volvo Group of Companies 


Volvo Goteborgsverken (Gothenburg, Torslanda, Bengtsfors) 


Cars, vans and station wagons, petrol- and Diesel-powered 
trucks, bus chassis and special military vehicles. 


Volvo Skovdeverken (Skovde, Floby, Flen) 

Petrol and Diesel engines (Sk6vde), disc brakes, brake drums, 
truck hubs (Floby), marine Diesel engines and engine recondi- 
tioning (Flen). 


Volvo K6pingverken (Ko6ping) 
Gearboxes, final drive assemblies, tractor final drives and out- 


board drive assemblies for Volvo Penta Aquamatic marine 
units. 


Volvo Penta (Gothenburg) 


Marine and industrial engines as well as power and generator 
units based on Group engines. 


Volvo-Umeverken AB (Umea) 
Truck cabs. 


K6pings Mekaniska Verkstads AB (Képing) 


Machine tools — primarily lathes and milling machines 
automotive components for Volvo. 


and 


Ernst Nilson aa 


‘Volvo ous 
(Canada) Ltd., 
Stockholm 


Toronto” 


OY Volvo- 
Auto AB, 


‘ S77 
Volvo del Peru S.A., Helsinki 


Lima 


Volvo Inc., 


Rockleigh, N.J. Volvo Bil A/S, 


Copenhagen 


Volvo cS) 
Distributing Inc., 


Norsk Volvo A/S, ~ 
Rockleigh, N.J. Oslo 


Volvo Western és — 
Distributing Inc.,°” Volvo GmbH, ~~ 


Frankfurt-on-Main 


Sherman Oaks, 
California 


Automobiles 


Volvo S.A., 
Lyss 


*) Incorporated by merger in AB Volvo during 1966. 


AB Bolinder-Munktell (Eskilstuna, Arvika, Hallsberg, Valla) 
Tractors, tractor chassis, road graders, Diesel engines and front 
axle assembly components for Volvo vehicles (Eskilstuna), 
track-laying military vehicles, bodies for Volvo cross-country 
vehicles, mechanical loaders, excavators, components for com- 
bine harvesters (Arvika), combine harvesters (Hallsberg), com- 
ponents and spare parts for combine harvesters (Valla). 


Férsakrings-AB <c.35 
olvia, SS 
Gothenburg 


Number of employees in the Volvo Group of Com- 
panies at 31st December, 1965 


diner Saat lee mae! 

AB Volvo 
The Head Office, Gothenburg 906 DAD? DROW ES 
Volvo Penta 200 235) 435 
GOoteborgsverken 4,584 832 5,416 
Skoydeverken 2,471 611 3,082 
Kopingverken Ne) 39] 1,564 
Volvo-Umeverken 427 O82. Sy ILS) 
Kopings Mek. Verkstad 487 248 WS 
Bolinder-Munktell 3,205) 1,528 4,793 
Svenska Flygmotor 1,228 995 25223 
Other Group Companies lass: It Sys}5) 2,668 
Total 15,874 8,539 24,413 


Svenska Flygmotor AB (Trollhattan) 
Jet engines, steering gears for Volvo cars, research and develop- 
ment work. 


Grafiska Maskin AB (Trollhattan) 


Letterpress machines and web offset presses, cutters and 
creasers, stacking and bundling machines. 


Aktiebolaget Volvo 


Management Report 


Company production and sales reached new record figures 
during 1965 and full employment existed in all the factories. 

The high rate of turnover in personnel and shortage of 
Swedish manpower, which was offset by an increase in the 
number of workers from abroad, contributed to the extra 
costs over and above those automatically incurred by the 
agreed increases in wages and salaries and by increased so- 
cial costs. Prices of materials rose gradually during the year. 


Sales 
Less: 


Materials (including freight charges, tools and guarantee costs) 
Wages and salaries: Salaried staff 

Wage earners . 
Depreciation according to plan . eg a as: 
Miscellaneous (overhead charges, sundry income, etc.) 


Profit before allocations and taxes . 
Allocations, net . 


Profit before taxation . 
Taxes ae aos 
Distributed to shareholders 


Retained earnings 


The step-up in car production, the continued rationalization 
and price increments implemented during the year were unable 
to compensate fully for the rises in costs related to manufac- 
turing, administration and sales. 

The following table gives in concentrated form an analysis 
of the 1965 trading results and includes the comparative figures 
for 1964. 


1965 1964 
ecuillion ON Te aarthyh @ of 
sales sales 

1,882.0 1,636.5 

IL Pabil 2 6559 mele ORSeS 65.9 
113.9 6nll 88.9 5.4 
ED 7 9.0 128.0 7.8 
42.8 O53 Sil 2 1.9 
140.0 Gece (Milfs Te, 
174.3 9.3 192.0 iil 57 
Sy 2.8 69.5 A 
IPG 6.5 12285 Wess 
58.3 Bel 60.0 3h57/ 
GES 0.9 NB 0.8 
45.6 DES) 48.8 3.0 


The 1965 trading results were charged with considerably great- 
er costs for technical product development work than during 
any previous year in the history of the Company. 

As a result of the merger between the Parent Company and 
Volvo K6pingverken, a merger profit could be noted. This 
tax-paid profit of kr. 10.6 million was used for writing down 
of shares, of which kr. 4.5 million as a general reserve for the 
book value of the shares. 

Allocations mentioned in the table above include allocations 
to the reserve for future investments and to the general stock 
reserve, extra depreciation for machinery and the dissolution 
of surplus pension foundation capital amounting to kr. 16.7 
million (kr. 11.1 million in 1964). The allocations for 1965 
also include the setting aside of kr. 4.5 million mentioned 
above as a general reserve for shares as well as a Group subsidy 
to Volvo-Umeverken AB of kr. 3.2 million intended for con- 
solidation purposes. 


Market Conditions 

After the powerful expansion of recent years, the car market 
showed a more irregular development during 1965. However, 
the overall production of passenger cars in the world reached 
new record figures for 1965 with approximately 19.2 million 
units compared with 17.1 million for 1964. While the level of 
output in western Europe remained approximately the same 
with 7.5 million units as against 7.3 million units in 1964, 
production in USA rose to 9.3 million as against 7.7 million in 
1964. Production in Canada and Japan also increased. 


Car imports to USA amounted to approximately 560,000 
units compared with 536,000 from the previous year. The 1965 
figures were affected by the lengthy dock strike on the 
eastern seaboard and southern coast, this causing a setback 
in imports. The import percentage of total car registrations 
was practically unchanged — 6.1 % compared with 6.0 % for 
1964. 

Throughout the world, the market for trucks continued to 
expand also during 1965 with consequent increase in pro- 
duction and sales. The development was characterized by a 
larger share of overall sales being apportioned to heavy-duty 
models and lighter units, while sales of medium-sized units 
decreased. 

The duties on cars and trucks exported to the EFTA coun- 
tries Denmark, Great Britain and Austria were reduced to 20 % 
of the original tariff rates. Similar tariff reductions also affected 
trucks exported to Finland and Switzerland. 

The special import surcharge, which was introduced by 
Great Britain during 1964 and which was contrary to the terms 
of the EFTA Agreement, was reduced during 1965 from 15 
to 10 %. No decision concerning its total abolition has yet been 
forthcoming. Imports of motor vehicles to Norway are still 
burdened with the same tariffs which were imposed at the time 
of the inception of the EFTA Agreement, as Norway continues 
to consider import duties on vehicles as fiscal. In spite of the 
fact that the Swedish motor vehicle industry purchases con- 
siderable quantities of vehicle parts in Norway, which are 
favoured by EFTA reductions when imported to Sweden, the 
Norwegian Customs does not make any allowance even for 
imported motor vehicles containing parts made in Norway. 


Turnover of AB Volvo 
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[} Number of units 
. . 3 Sales 
Pamove ain woven dace ones iene! = Total Volvo sales during 1965 amounted to kr. 1,882 million, 
this corresponding to an increase of kr. 245 million or 15.0 %. 
The table below shows sales concerning the main products in- 
cluding spare parts. 
= 8 Number of units and value 
ca 1965 1964 
Value in Value in 
Nombet ier 1,000) oat i000 
5 Cats-)) 0a 2) 111582762 10532737 ee 9681 5 Ome es 0g 
3 © Vans and 
ve S station wagons . 20,086 199,568 17,628 171,420 
= Trucks” = = 125192) 482,580 se 279 see 500 
BUSeS eae eee 1,031 42,231 1,021 44,949 
= SVMS, Gi, 5 « — 103,835 — 86,480 
a S Total = aes ea 2) 145,136. 9.175881,9 51m 27 00Gm.o0 ou. 
ae ee Of which for 
3 Sweden . . . 67,334 1,020,600 61,148 885,457 
2. . Exports 9) 2) 477,802 9) 861;351 "66,455 aui1,003 
For engineering reasons the manufacturing of the 544 model 
ceased during the year, 21 years after its inception, while 
sm 3 sales increased for both the 121/122S series and the sports 
a ® model 1800 S. 
Sales of Volvo trucks were influenced by the introduction of 
a completely new series, called System 8, featuring entirely new 
engines and gearboxes. Orders for trucks during the year ex- 
ceeded the supply capacity. 
The Swedish Market 
Deliveries to the Swedish market increased by 15.3 %. The 
value of vehicles delivered amounted to kr. 974 million com- 
pared with kr. 843 million in 1964, an increase of 15.5 %. 
Registration statistics for Sweden, 1965 
3 0 Others Others 
s oo 168,974 
g BF a 61.4 %o 
Sin | 
1927 1930 1940 1950 1960 1961 1962 1963 1964 1965 PALSY SIAC IES NE SECT 
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Cars 


The increase in the general purchase tax which came into force 
on Ist July, 1965, adversely affected the market for cars during 
the second half of the year. At the beginning of 1966, the duty 
on passenger cars was increased and the price of petrol went up. 
As a result of the large volume of sales during the first six 
months, 1965 was also a new record year for passenger car 
sales in Sweden. New registrations, the upward tendency of 
which has hitherto shown no abatement during the 1960s, 
increased overall by slightly more than 17,000 units, or 6.7 %. 
The registration figures for the period 1960—1965 consist of 
the following: 


Increase from 
previous year 


1960 159,829 

1961 181,011 13.3°% 
1962 LOG A 8.7 % 
1963 230,880 17.4% 
1964 257,669 11.6% 
1965 274,997 6.7 % 


In spite of the fact that the 544 model was no longer included 
in the sales programme, Volvo was able to increase its sales 
of cars somewhat to 58,995 new registrations as against 58,207 
for 1964. The share of the market decreased from 22.6 % to 
PASE: 

The number of cars with PV-guarantee at 31st December, 
1965, was approximately 260,000. 


Commercial Vehicles 

The demand for trucks, which has been on the increase during 
the last few years, also increased during 1965, and the number 
of new registrations rose to 18,725 compared with 16,587 for 
1964. Diesel-powered units accounted for 9,658 of the 1965 
figure, an increase of 15.4 % compared with the 1964 figure 
of 8,366. 


uit 


AKTIEBOLAGET VOLVO 


During 1965, Volvo introduced a completely new line of 
heavy-duty Diesel trucks fitted with new engines and gear- 
boxes. The resultant reorganization of truck production brought 
about a certain drop in output during the transitional period 
involved and this, of course, led to the extension of delivery 
dates. This is expected to be remedied by the greatly increased 
delivery programme for 1966 so that a return to normal con- 
ditions is envisaged. 

Within the weight classes where Volvo was represented, the 
new registration figures were as follows: 


1965 1964 

Petrol-powered trucks over 2 tons 907 845 
Of which Volvo’s share was 464 396 
51.2 % 46.9 % 

Diesel-powered trucks over 3 tons 8,420 e208 
Of which Volvo’s share was 3,878 3,616 
46.1 % 49.5 % 


Registrations of buses amounted to a total of 999 units, com- 
pared with 1,096 from the previous year. Volvo’s share of the 
market was 15.8 % as against 27.3 % for 1964. 


Exports 

The total value of Volvo exports amounted in 1965 to kr. 861 
million, compared with kr. 751 million in 1964, an increase 
of 14.7 %. 


The Volvo 1800S sports car — popular both in Sweden and 
on the export markets. 
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Production statistics 1965, Sweden 


Cars Commercial vehicles 


Others 
26.7 %/o 


Others 
43.1 °/o 


Volvo consolidates and improves its position on the North 


American market (upper picture). 


Volvo buses — a normal sight on Danish roads (lower picture). 


Of this figure, vehicles including spare parts accounted for 
kr. 804 million (kr. 707 million in 1964) with the following 
distribution on the various export markets. 


1965 1964 

kr. million 
Scandinavia, Finland and Iceland . 264 248 
Europe, excluding countries above . is) 177 
INj@iddn AWmeiinee  . 6 5 o 0 © o 218 166 
@thememarkctsae eae eae = 123 116 
Total 804 707 


Volvo sales to the EEC and EFTA countries increased during 
the year and were as follows: 


BEC EFTA 
1965 1964 1965 1964 
Number of vehicles (e230 9.09698 30,967 Be29;0511 
Export value in kr. million 109 106 349 31S) 


In the neighbouring Scandinavian countries, car sales were 
limited by credit restrictions and increased taxation, which 
severely affected vehicles especially in the medium price classes 
and above. Production discontinuance of the 544 model parti- 
cularly concerned the Scandinavian countries. The number of 
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AB Volvo exports to different markets in 1965 Total exports kr. 861 million 


EFTA kr. 367 million 


EEC 
kr. 119 million 


Europe, 
excluding 

TA and EEC, 
_ kr. 8 million 


Australia 
kr. 2 million 


Asia kr. 53 million 7 : = USA 
, kr. 204 million 


Africa kr. 44 million 


Latin America 


kr. 38 million Canada kr. 26 million 


registered Volvo passenger cars including vans in Denmark, 
Finland and Norway amounted to 16,625 (19,078 in 1964). 
Credit restrictions, which had a damping effect on the sales 
development of trucks, together with the Company’s inability 
to meet delivery commitments, contributed to the smaller num- 
ber of truck registrations compared with the previous year. 
Registrations of commercial vehicles amounted to 2,768 (2,977 
in 1964). Volvo exports of cars to Switzerland increased to 
more than 4,000 units; exports also to Austria were on the 
increase. In Great Britain sales were hampered by the special 
import surcharge so that they remained at the same level as 
the previous year, that is approximately 3,000 cars. The Com- 
pany general agent for the northern region of Portugal assumed 
responsibility for the entire Portugese market. Sales, which are 
mainly concentrated on trucks and buses, showed an increase 
in this country. 

Of the countries within the EEC-bloc, sales of cars in both 
Belgium and Holland showed an increase, over 4,000 units 
being sold in the former country and 2,000 in the latter. On 
the truck sales side, stringent credit restrictions led to stag- 
nation. In West Germany and France, Volvo continued to 
build up through its local subsidiary companies the market for 
Company products, a work which also demanded during 1965 
particular support from the Parent Company. 

In Greece, Volvo was able to maintain its leading position 
on the Diesel truck market, which has been developed for many 
years by the Company general agent. 

Exports to the markets in South and Central America 
increased in spite of currency and import restrictions. The 
political unrest in Africa created certain difficulties with re- 
gards to sales and this in turn affected exports which were 
somewhat less than for the previous year. 

Deliveries to certain markets in Asia also decreased or were 
made impossible to fulfill for economic-political reasons. Thus, 
exports to Turkey were stopped entirely, while those to /raq 
fell, but car exports to Malaysia showed an increase. 
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AB Volvo, investments and depreciations 1956-1965 Kr. million 


100 

Ss | stm 
ao Gross inve ents 90 
80 


70 


60 


50 


Depreciations 


cz Amounts written down via the reserve 


for future investments 


[_ 


The following table shows the sales of motor vehicles to the 
various Overseas markets: 


kr. million 
1965 1964 
South and Central America. . . . 32 22; 
AN SIG xtiel Neste ee Le re ee 48 49 
AITICaGN Bo ee Ent a eee eee 42 43 
Australia Cn et ne ee eee 1 1 
Total 123 115 


The development of the North American market continued to 
show a positive trend. In USA, Volvo reached fourth place 
among imported car makes with a new registration of 18,115 
units; and sales in Canada also increased both quantitatively 
and with regards to the market percentage of imported cars. 
Volvo exports, including engines, to North America amounted 
to kr. 231 million. 


Product Development 


As was the case during the previous year, the Company’s tech- 
nical development programme was backed up with increased 
resources, During the year under review, a number of entirely 
new products were introduced — the successful outcome of 
development work over a period of years. The costs involved 
were very considerable, a circumstance which is expected to 
prevail during the immediate years to come. Production of 
the 544 model ceased during the year. Its cessation was part 
of the Company’s endeavour to concentrate its production re- 
sources On increasing the overall production of cars. 
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Sales of the Volvo 121/122 S models — including the station 
wagon — went up during 1965 by 30 %. 


The Company presented during the year an entirely new 
truck series consisting of eight Diesel units. This new series is 
intended to meet the needs of the transport industry with 
regards to local distribution transportation, long-distance heavy- 
duty haulage and heavy building construction work. The new 
models are fitted with completely new Diesel engines, the 
biggest of which has a maximum output of 250 b.h.p. Also 
new are the fully synchronized gearboxes, final drive assem- 
blies, frames and brakes, all of which have contributed to the 
high technical standard of this series. 

These trucks were gradually introduced into the various 
markets during the latter half of 1965 and were given a good 
reception and aroused much interest. 


Buildings and Plant 
The high rate of investments in buildings and plant continued 
according to plan during 1965. 

At the Torslanda Factory the building of a press shop and 
a special fitting-out shop for commercial vehicles were com- 
pleted during the year. 

In the Torslanda area construction work began on a new 
installation for spare parts and servicing operations and is 
expected to be completed by the year 1967. During 1965, the 
decision was reached to build within the Torslanda Factory 
area a new main office, the building of which was subsequently 
started. The new office will be taken into use during the autumn 
of 1967. 

A shopping centre to cater for Volvo personnel is planned for 
erection near to the Torslanda Factory, A subsidiary company, 
Fastighets-AB Volvo-City, was formed for the purpose of plan- 
ning and administering this project. 

The new Diesel engine factory at Volvo Skoévdeverken was 
completed during the year. Reorganization of production to 
the new Diesel engines was, therefore, able to be carried out. 
Also completed was an extension at the Floby Factory to cope 
with the production increase in brake components. 

Production change-over concerning the new gearboxes and 
final drive assemblies for the new truck series was carried out 
at Volvo Kopingverken. Building continued of a new factory 
intended for production of rear axles for cars and is expected 
to be taken into operation by the middle of 1966. 

Extensions to buildings at Volvo-Umeverken to cope with 
the greater increase in truck cab production were carried out 
and the new premises were taken into use during the latter 
half of 1965S. 

The new Bengtsfors Factory was inaugurated. Production, 
which includes car upholsteries, could be started according 
to plan. 

At the beginning of 1966, the Company decided to build a 
forging plant in Arvika. This decision was based on comprehen- 
sive investigations and experiences gained from an experimental 
forge. This plant will be responsible for some of the forging 
required by the Company for its vehicle production and is 
expected to be completed during 1967. 


Personnel 


Wages, salaries and other emoluments during the year amount- 
ed to kr. 283,568,000: — of which kr. 3,481,000: — went to 
the Board and Management, kr. 110,388,000: — to the salaried 
staff and 169,699,000: — to wage earners. 
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Capital Requirements and Dividend Policy 
Assuming the approval of the General Meeting, the Board has 
decided to increase the share capital by kr. 45.6 million through 
a new emission. This step is motivated by the scope of activities 
being widened and the Company’s consequent need of capital 
to complete the expansion programme planned for the re- 
mainder of the 1960s. 

The Board also proposes a scrip issue to the value of kr. 
68.4 million. As a result of these emissions, the share capital 
will amount to kr. 342 million. 


Proposed Distribution of Earnings 


Available for disposition by the General Meeting: kr. 1,000 
Balance of unappropriated earnings . 44 161 
Net profit for the year 63,346 

Total 107,507 


The Board and Managing Director propose that the above 
amount be distributed as follows: 


Allocation to the legal reserve . : : 2,900 
Allocation to the supplementary legal reserve . 3,600 
To shareholders a dividend on eG No. 31 
of kr. 3: 90 per share . : 17,784 
To the share capital from scrip issue . 68,400 
Balance of unappropriated earnings carried for- 
ward 14,823 
Total 107,507 
Gothenburg, 
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A dividend is proposed of kr. 3: 90 per share, this corres- 
ponding to a 6 % dividend on both the old share capital as 
well as the scrip issue. 

The Board adheres to its previous dividend policy, approved 
in the past by the General Meeting. This policy can, however, 
be subject to reappraisal when the capital of the Company is 
considered to correspond proportionately to the volume of 
trading activities. 


The attached Balance Sheet shows the position on the assump- 
tion that the General Meeting approves the recommendations 
of the Board and Managing Director concerning the distribu- 
tion of earnings with regards to allocations to the legal reserve, 
the supplementary legal reserve and dividend payment. 

The results of the Company’s activities during 1965 and its 
position at the end of the year are shown in the accompanying 
Profit and Loss Account, the Balance Sheet and the Comments 
on the Accounts. 


March, 1966 


F,. HARTMANN 


H. HALLSTROM 


ULF AF TROLLE 


BENGT JUNKER 


PER CARLSSON 


EBBE SVENSSON 


JoEL LARSSON 


G. ENGELLAU 


Auditors’ Report to Aktiebolaget Volvo 


In our capacity as duly appointed auditors of Aktiebolaget 
Volvo, we submit herewith the following Report in respect of 
1965; 

We have examined the Annual Report and have had access 
to the Company’s books, Minutes and other documents giving 
information concerning the finances and administration of the 
Company and have generally carried out such other auditing 
procedures as we considered necessary. 

The detail checking of the accounts has been carried out by 
specially appointed persons. ; 

The provisions of Company Law concerning the accounting 
for shares and the relationship with subsidiaries have been 
complied with. 

During our audit nothing has given rise to any criticism 
concerning the Annual Report, the Company’s accounting pro- 
cedures, inventory of its assets and otherwise with regards to 
the administration of the Company. 


Gothenburg, 


Lars ELVSTAD 
Authorized Public Accountant 


The proposal of the Board and Managing Director for the 
disposition of earnings does not conflict with the provisions of 
Company Law concerning transfers to legal reserves, or with 
good business practice. 


We recommend: 


1965, which is 
be 


that the Balance Sheet as at 31st December, 
included in the Annual Report, and signed by us, 
approved; 


that the Members of the Board and Managing Director be 
discharged from liability for their administration during 
the period covered by the Annual Report; and 


that the proposed disposition of earnings be approved. 


Ist April, 1966 


GOsTA JACOBSSON 
Authorized Public Accountant 
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Profit and Loss Account for 1965 and balance of unappropriated earnings 


Sales 


Cost of products Rola fas willy manrenance! ati. ene 


tion, type development costs, etc., and guarantee costs . 


Less: Administrative and selling expenses 


Trading profit 


Miscellaneous income 

Dividends 

Interest : 

Cash discounts recered 3 
Accounts received previously written ah 
Merger profit 

Sundry income . 


Miscellaneous costs 


Interest : 
Writing down of dienes 
Sundry costs . 


Allocated to 


General stock reserve . ; 
Reserve for future investments . 


Taxes on income 


Net profit for 1965 


Balance of unappropriated earnings mt epanantra a ene : 


Less scrip issue . 


At the disposal of the General Meeting . 


Less, according to the recommendations of the Board and 


Managing Director: 

Allocation to the legal reserve . : 
Allocation to the supplementary legal reserve . 
Dividend . 


Balance of unappropriated earnings at 31st December, 1965 . 
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1965 1964 
kr. 1,000 kr. 1,000 

1,881,951 1,636,520 
1,645,405 1,376,615 
236,546 259,905 
90,384 85,738 
146,162 174,167 

6,638 

26,073 

7,074 

2,928 
24 42,737 
216,904 

9,406 

3,000 
20,504 380 12,786 
182,587 204,118 

37,941 35,630 
23,000 60,941 46,000 81,630 
121,646 122,488 
58,300 60,000 
63,346 62,488 

58,753 
44,161 57,000 1,753 
107,507 64,241 

6,400 
13,680 20,080 


44,161 
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Balance Sheet as at 31st December, 1965 


1965 1964 


kr. 1,000 kr71,000 
Assets 
Fixed assets 
Property, machinery and equipment. . © | . . . . .« 229,949 169,956 
Shares and stockholdings . ..........., 109,262 110,997 
iDelowmiiwTe IOeMS tO SUIDSIGIEIES . . . » o co 5 « n o = 15,905 BSS IIMS 8,500 289,453 
Ganiaiexpendaiure, decidedsupone, 60. a es 194,979 102,944 


Current assets 


Stocks (of which contracted goods to a value of 1,330,934) . 504.781 1.033.159 

Trade @eaiorm . . . aA A. 102.286 75.644 

Accounts receivable from subsidiary companies 5 seer ates 95.588 72,989 

Sundry debtors. . . AC Oe cae SA cere 39.287 32,318 

Short-term loans and avin ceemen ale 130,228 138,400 

Cash at banks and in hand (of which S51, 212 on oclen! 

ACCOMM S) My Mr teal ne ne ye Reh eee poe Oe tre ena op he 188.243 2.060.413 252,407 1.604.917 
1965 1964 

Seowimnues. jlledeaeel . 2 5 2 5 6 a, 72,803 84,003 

Total assets 1,997,314 

Shareholders’ equity and liabilities 

Shareholders’ equity 

Share capital 228,000 

Legal reserve : 42,700 

Supplementary legal reserve . = 

Unappropriated earnings . 44,161 

Total of shareholders’ equity 360,423 314,861 

Reserve for future investments . 117,397 106,648 

Long-term liabilities 

Persone hOUnCatIONS@ Meera a 4 4 4s Ges = & 42,886 47,282 

Bond loan . . Sate hn bee Oe eee 48,240 48,240 

Promissory loans aa Morea itera oe Oe eee oe S405) AVE : iL}, S1 08) 109,031 

Commitments in respect of 

Capital expenditure decided upon and contracted goods . . py 3) 991,833 

Current liabilities 

Suppliers = wa: AY Rene oe emer re 172990, Ise 

Advance payments Hom eomer of Sa ags io Vanes 54,689 60,152 

Subsidiary companies. . . eat Pere 2,754 reeled 

Sundry short-term liabilities and provisions a ak a ae 271,311 501,744 248,345 474,941 
1965 1964 

(Ceinitiiacery: Inealoiliintes , ¢ 6 » o « 41,692 28,799 


ese 99 I,3 
Total shareholders’ equity and liabilities ee 


i) 
oe) 


Comments on the Accounts 


Consolidated Accounts 


The Consolidated Profit and Loss Account together with the 
Consolidated Balance Sheet constitute with the introductory 
review of the Group’s activities an integral part of the Volvo 
Annual Report. These are to be found on pages 4—7. 


Consolidated Balance Sheet 

As was the case in previous years, the fixed assets in the Con- 
solidated Balance Sheet have been converted at the rate of 
exchange not exceeding the average rate during the respective 
year of purchase, while current assets and debts have been 
converted at the rates of exchange applying at the end of the 
year. 

In other respects, the Consolidated Balance Sheet conforms 
with that of the Parent Company, except in relation to con- 
tracted goods on both the assets and liabilities sides. Since 
accounting details for this item are not available from certain 
of the subsidiary companies, it has been excluded from the 
Consolidated Balance Sheet. 

After investments during 1965 amounting to kr. 171 million, 
the value of Group buildings and plant at the end of the year 
was as follows (in kr. million): 


Onan Deprecia- Net 


tion book 

cost 
account amount 
KOR 6 o. wc G .o &) 6 435 219 216 
Machinery, equipment and tools . 620 465 15) 
Additions to plant, etc., in progress 47 9 38 
Total it oy» 693 409 


AB Volvo Accounts 


Of the depreciation allocation, kr. 146 million represents the 
amount directly written down against the reserves for future 
investment. 


Consolidated Profit and Loss Account 

It will be seen from the Consolidated Profit and Loss Account 
that the total external sales of the Group amounted to kr. 2,793 
million, compared with kr. 2,483 million in 1964. 

The assets of the Pension Foundations of several of the 
Swedish manufacturing companies were considerably in excess 
of pension commitments. Current tax regulations caused these 
companies to transfer during 1965 a part of the capital surplus 
to the trading results. For the companies concerned the total 
sum involved was kr. 21.6 million. 

The depreciation amount of 70.8 million given in the Con- 
solidated Profit and Loss Account includes the sum of kr. 
2.3 million for extra depreciation over and above normal 
provisions. The consolidated net profit for 1965 amounted to 
kr. 79.9 million, and the consolidated balance of unappropriat- 
ed earnings was kr. 113.9 million. In addition to allocations 
to legal reserves and the dividend for the Parent Company, the 
consolidated balance of unappropriated earnings had earlier 
been depleted by kr. 10.6 million to cover a value adjustment 
of assets entered in the Consolidated Balance Sheet at the net 
book amounts. The value adjustment corresponds to the writing 
down of shares effectualized in the accounts of the Parent 
Company during 1965. It should be particularly observed that 
a certain part of the consolidated earnings is subject to taxation 
upon being transferred to Sweden and that the possibilities of 
transferring earnings from abroad to the Parent Company can 
also be limited by currency restrictions. 


The 1965 figures also include Volvo Képingverken after the merger. This is not the case concerning the 1964 figures, which 
are given in the Profit and Loss Account and Balance Sheet as well as in certain sections of the Comments on the Accounts. 


Balance Sheet 

ASSETS 

1. BUILDINGS AND PLANT 

At the end of the financial year the position was (in kr. 1,000): 


Depreciation Account 


oye eds Net Fire 

aie Depreciation Chateedi From reserve Dont Rateable ineurente 
cost in 1965 a for future value 

eos: investments cae ra Mees 
PAGER 5 9 o pf 52,364 FS) 26,211 24,623 PEP SN) = 
Buildings and facilities : 217,026 3/3)! 36,147 89,714 SIEOS 189,326* 257,806 
Machinery, equipment and tools 379,348 BM) 2S 285,607 4,882 88,859 — 640,738 
Additions to plant, etc., in progress . 35595 — 8,296 25,302 — Le ea 
Total 682,336 43,503 323,284 129,103 229,949 BPR NSS) 912,301 

*) Includes a special machinery valuation of kr. 32,709,000: —. Buildings to a value of kr. 34 million 


had not yet been assessed for rating at the end of the year. 


During 1965, investments in buildings and plant amounted to 
kr. 98.2 million. Of this figure, kr. 11 million was invested in 
factory sites and installations, kr. 28.4 million in buildings 
and facilities and kr. 58.8 million in machinery, ete. 

The depreciation according to the Company’s normal pro- 
vision amounted to kr. 42.8 million. Of this sum, however, 
kr. 3.2 million pertained to plant value written down against 
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the reserve for future investments. Extra depreciation account- 
ed for kr. 0.7 million. 

During the year, kr. 15.1 million was transferred to the 
depreciation account from the reserve for future investments. 
Of this amount, kr. 0.3 million was used for machinery and 
the remainder for site preparation and buildings. 


2. SHARES 


During the year, Volvo Kopingverken was merged with the 
Parent Company. As a further endeavour towards more effec- 
tive coordination of activities within the Volvo Automotive 
Products Divisions, an agreement was reached to the effect 
that Volvo-Umeverken AB would be merged with Volvo on 
lst January, 1966. 

The previously non-active company, AB Smalagenheter i 
Skofde, changed its name during the year to Fastighets-AB 
Volvo-City. 

A new subscription to the value of DM 700,000 was taken 
up in the German subsidiary company Volvo GmbH. 

During the year, shares in a Norwegian finance company, 
A/S Fides, were procured at a value of kr. 0.2 million. 

Further shares in AB Bahco were acquired during 1965 to 
a total value of approximately kr. 23 million. With this new 
acquisition, Volvo now holds 25 % of the share capital of 
this company. 

In the 1965 accounts, shares at a book value of altogether 
kr. 10.6 million were written down. Of this amount, kr. 3.2 mil- 
lion was allocated for writing down of shares in Volvo-Ume- 
verken to the amount corresponding to the mathematical value 
of the shares according to the balance sheet as at 31 December, 
1965: while kr. 3 million was used for writing down of shares 
in Ernst Nilson AB. The remaining kr. 4.5 million was allo- 
cated to a general reserve account for the book value of the 
shares. 

At 3lst December, 1965, the shareholdings were specified 
according to the following: 


Subsidiary companies Nominal — Book 
value amount 
Manufacturing companies: in 1,000 _ kr. 1,000 
AB Bolinder-Munktell, Eskilstuna. . Sw.Kr. 45,000 31,000 
Kopings Mekaniska Verkstads AB, 
copie errr) ow. KT 3.0001 83,000 
Svenska Flygmotor AB, Trollhattan . Sw.Kr. 22,500 5,313 
Volvo-Umeverken AB, Umea . . Sw.Kr. 500 oil 
Volvo Europa N.V., Ghent . a Birsee DU 000M also. 
Volvo (Canada) Ltd., Toronto . » Canis 200 960 
Sales companies: 
Ernst Nilson AB, Stockholm . Sw.Kr. 5,000 12,000 
Canvol AB, Gothenburg . Sw.Kr. 5 5 
Norsk Volvo A/S, Oslo . . Nkr. 1,000 720 
Volvo Bil A/S, Copenhagen 1D) ae DOS, 750 
OY Volvo-Auto AB, Helsinki . pe eimike 2,000 649 
Volvo GmbH, Frankfurt-on-Main . DM 3,500 4,529 
Automobiles Volvo S.A., Lyss . POLS. 299) 2) 
Volvo Inc., Rockleigh, N.J. ~ USS 800 3,774 
Volvo del Pert S.A., Lima; . . «S/. 3,000 192 
Insurance company: 
Forsakrings-AB Volvia, 
Gothenburg mSwikte 1,500 91,500 
Non-active companies: 
AB Vulcanverken, Gothenburg OW ils 200 3,304 
AB Volvo Penta, Gothenburg . . Sw.Kr. 5 5 
Fastighets-AB Volvo-City, 
Gothenburg . . Sw.Kr. 50 35) 
SH Pe) 


COMMENTS ON THE ACCOUNTS 


Non-affiliated companies: 


AB Volvofinans, Gothenburg . Sw.Kr. 1,500 = 1,500 
AB Bil & Truck, Gothenburg . > Soe, oss OVS) 
AB Bahco, Stockholm . Sw.Kr. 12,468 30,796 
A/S Fides, Oslo Spey ee ee NCSL: 308 224 
Adela Investment Inc., Luxemburg . US $ 100 514 
BINS eee a Bs a ee — 
Total 113,762 

Deduct, general reserve . 4,500 
Net book amount 109,262 


3. STOCKS 


The stocks specified below are evaluated in accordance with 
traditionally sound principles. The gross amounts for the 
physical stocks are based on the lowest of costs and market 
values at the end of 1965. In accordance with previously 
applied procedure, adequate reserves were set aside for obsoles- 
cent goods. 


kr. 1,000 
1965 1964 
Finished vehicles . 68,341 71,160 
Spare parts . : 74,347 49,034 
Other sales products . Il 2yfohS)7/ 10,140 
Volvo Penta’s stocks . a eae A5,320 31,398 
Production material, Gothenburg . 137,365 130,039 
Production material, Skovde TSANG 67,256 
Production material, Koping 28,890 — 
Total physical stocks 447,376 859,027 
Contracted goods . 1,330,934 888,889 
Motal Mele 1855) OMmle2 A729 
Costs paid in advance 1,463 SSS) 
Totaled ON Ome le2aS eon 
Deduct: 

Reserve for obsolescent and slow- 
moving goods . 26,055 18,667 
General stock reserve 247,474 196,090 
Special stock reserve . 1,463 5395 
Total reserves 274,992 220192 
Net stock value as per Balance Sheet 1,504,781 1,033,159 


The rise in physical stocks during the year was due partly to 
a greater production and sales volume and partly to incidental 
stock increases connected with the switching over to new manu- 
facturing projects carried out during the autumn in the Com- 
pany factories. 

Of contracted goods, kr. 24.9 million consisted of Volvo 
products in the stocks of the foreign subsidiary companies for 
which Volvo gave a re-purchase guarantee in connection with 
bank advances for these stock assets. 

Of “costs paid in advance”, kr. 3.9 million was written down, 
this amount being charged to the year’s earnings. An equivalent 
sum was released from the special stock reserve. 

The sum of kr. 37.9 million was transferred to the general 
stock reserve which, together with the special stock reserve, 
amounted to kr. 248.9 million at the end of the year, corres- 
ponding to 60 % of current stocks. 
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COMMENTS ON THE ACCOUNTS 


4. ACCOUNTS RECEIVABLE 


At 31st December, 1965, accounts with subsidiary companies, customers, etc., amounted to kr. 237.2 million and are specified 


as follows: 


Sweden Abroad Total 
kr. million kr. million kr. million 

1965 1964 1965 1964 1965 1964 

Accounts with subsidiaries 133.33 19.4 83.3 54.4 96.6 73.8 
Trade debtors 38.8 30.8 YVOA 52) 4 NLS) 83.2 
Sundry debtors . 23.4 Woe 16.3 15.8 BO 7 33.0 
WS 67.3 92-3} 22, 247.8 190.0 

Reserve for doubtful debts . 0.4 0.6 NO? 8.4 10.6 9.1 
Net Wall 66.7 G2: il 114.2 PENT 181.0 


The reserve for doubtful debts was decreased during the year 
by kr. 2 million. This amount corresponded to repaid debts 
previously written down and included kr. 0.3 million for defi- 
nitely established losses. On the other hand, however, the reserve 
was increased by kr. 3.9 million for debts which became: 
doubtful during the year. The reserve for doubtful debts at 
31st December, 1965, included kr. | million concerning two 
of the foreign subsidiary companies. 


5. CASH AT BANKS AND IN HAND 
Cash at banks and in hand amounted to kr. 188.2 million at 


SHAREHOLDERS’ EQUITY AND LIABILITIES 
6. SHARE CAPITAL AND SHAREHOLDERS 


The following table shows how the shares were distributed 
between different groups of shareholders, the figures being 
based on the payment of dividends during 1965. 


the end of the year; kr. 12.7 million of this sum was held in a 
special account with Sveriges Riksbank in connection with the 
reserve for future investments. The reduction during the year, 
kr. 64.2 million, was somewhat offset by increased investments 
in shares. 

A balance on deposit account served as a general security 
for certain loans and bank guarantees, which together amount- 
ed to kr. 11.6 million at the end of the year. In addition, 
kr. 26.4 million was blocked as security for advance payments 
received from customers. 


Number of In % of all Owning shares ree of , pelt 
shareholders shareholders to a total of eeu ee mee = a 
capital shareholder 
Owning a maximum of 10 shares . 10,084 DS 60.991 13 6.0 
Owning 11 to 100 shares 19,743 50.6 TM OSY 17.4 40.1 
Owning 101 to 1,000 shares 7,134 19.8 2,039,658 44.7 263.7. 
Owning 1,001 to 10,000 shares 420 il il 882,780 19.4 Pa ONES 
Owning more than 10,000 shares . 17 0.0 711,788 15.6 41,869.9 
Unpresented coupons, approx. . ne Te 1,000 2.6 73,744 1.6 WSF 
Total 38,998 100.0 4,560,000 100.0 Kons) 
7. BALANCE OF UNAPPROPRIATED EARNINGS 8. RESERVE FOR FUTURE INVESTMENTS 
kr. 1,000 kr. million 
Balance of unappropriated earnings The reserve for future investments amounted at 
at 31st December, 1964 . Ga24 12) st) January. 1965" tOnea os | seen eee ne 106.6 
Less, according to the decision of the Augmentation of reserve as a result of merger 
General Meeting: with Volvo K6pingverken 2.8 
Allocation to the legal reserve . 6,400 Total 109.4 
Dividend 13,680 20,080 3 
During 1965, the reserve was utilized to the ex- 
44,161 tent of Tard 
Additional: N 5 
i ine et profit for 1965 63,346 Balance 94.4 
At the disposal of the General Meeting 107,507 Further allocations during the year. . .. . 23.0 
Less, according to the proposed dis- : 
Seon Oe Camp (eave 21). Balance at 31st December, 1965 . 117.4 
Legal and supplementary reserves . 6,500 
Dividend . f DA. ; Ad : 
17,784 24,284 In accordance with permission already received, about kr. 70 
Balance of unappropriated earnings as million will be drawn from the balance of kr. 117.4 million 
per Balance Sheet at 31st December, and used for direct writing down of capital expenditure in 
1965 82,223 Torslanda, Skévde and Arvika. 
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9, PENSION FOUNDATIONS 


The capital of the AB Volvo Pension Foundation was consider- 
ably in excess of the Company’s pension commitments. In 
consequence, the Company transferred during 1965 from the 
Foundation to the trading results a sum corresponding to ATP 
contributions disbursed during the year. After the 1965 trans- 
ference of surplus funds from the older pension foundation, 
the capital of the Foundation is approximately of the same 
value as the maximum amount allowed for tax-free allocations. 


kr. million 
ae Volvo PRI 
ension Foundation 
Foundation * 00” 
Company liabilities at Ist January, 
1965 ee ee es Biles, 16.0 
Liabilities assumed from Kopingver- 
(aie yh ee ee uN) 1.6 
lmiuenest wer WES. 2. 6 a « 6 ¢ Pel — 
Total S729 17.6 
Transferred to the PRI Foundation . — 5.9 + 5.9 
Amount transferred from Pension 
Foundation corresponding to ATP 
contributions disbursed during 1965 —12.7 — 
Company liabilities at 31st December, 
1965 9.3) DIE 


Disbursed pensions were charged to the year’s earnings. 


10. ADVANCE PAYMENTS FROM CUSTOMERS 


Included in the advance payments received from customers 
was a sum of kr. 51.8 million for Government orders. Of these 
payments, kr. 18 million had been paid out by Volvo to sub- 
contractors of whom AB Bolinder-Munktell received kr. 8.5 
million. 


11. SUNDRY SHORT-TERM LIABILITIES AND PROVISIONS 
Included under this heading were the following entries: 


kr. million 

1965 1964 

Taxation So 18.8 38.2 
Proposed dividend 17.8 US7/ 
Sundry liabilities . 108.0 87.2 
PV-Guarantee 98.4 86.5 
Sundry provisions D3) Oil 
Total DN 3 248.3 


Sundry liabilities consisted of such commitments as arrears 
of wages, pay-as-you-earn tax deductions and purchase tax 
arrears for motor vehicles. 

During the 11 years the PV-Guarantee has been in opera- 
tion, the per vehicle allocation has remained unaltered. Ratio- 
nalization and development of repair work technique were 
able to counterbalance the automatic increase in costs. The 


COMMENTS ON THE ACCOUNTS 


magnitude of these increases together with the rising incidence 
of vehicle losses during recent years has necessitated increasing 
the allocations for the 1965 accounts. Approximately kr. 58 mil- 
lion of the PV-Guarantee allocation can be looked upon as a 
long-term liability. 

The sundry provisions include reserves set aside for the fac- 
tory guarantee as well as for internal profits on the stocks of 
Volvo products at the Company’s foreign subsidiaries. 


12. SECURITIES PLEDGED AND CONTINGENT LIABILITIES 


kr. million 
Securities pledged: 
Property (of which kr. 2.7 million in subsidiary 
COMpanies) ee gt We, oat fe 23.6 
Stock, machinery, equipment : » 2. 4. =| = 6.0 
sieexeGl bak Kaew . 5 . 6 5 os 5 6 « 38.5 
OUMETsSECUTILL CS a ammremnne gine en a er a 4.7 
Total BES 
(1964 = 84.0) 
Contingent liabilities: 
Swedish Employers’ Confederation . . . . . 4.6 
Sundry contingent liabilities). assumes Sial 
Total 41.7 
(1964 = 28.8) 


Profit and Loss Account 

1, GENERAL ADMINISTRATIVE EXPENSES 

Included in the administrative and selling expenses are the 
general administrative expenses to the amount of kr. 6.3 million, 
which amount was calculated in accordance with previous 
practice. 


2. DIVIDENDS AND INTERESTS 


kr. million 
From Group Companies: 1965 1964 
Divider sien ene 5.8 6.3 
Interest shay ae ye ee 533) 4.1 
Total ital 10.4 
From other sources: 
Iya) 5 6 5 « 6 woo « 0.6 0.3) 
Interest 24.2 22.0 
Total 24.8 DDE 
3. INTEREST COSTS 
Group Companies = ser) aac. 2 jie) 
ST’ Op OCH CLS. aye, pene alee OF. We!) 
Total 9.4 


om 


AB Volvo 1956-1965 


Summary of Results 


(amounts in kr. million) 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

Number of vehicles sold . 50,682 57,585 70,152 89,062 92,134 92,949 103,411 116,750 127,606 145,136 

Sales : 613.9 684.9 798.8 1,004.5 1,079.1 1,136.6 1,300.4 1,465.1 1,636.5 1,882.0 

Profit before depreciation, alloca- 

tions and taxes . 26.2 58.6 Wok 115.4 100.3 84.3 154.5 219.4 234.3 22651 
in % of sales 4.3 8.6 97 nS) ).3) 7.4 eS) 15.0 14.3 12.0 

Depreciation 12.4 13.8 1523 16.7 14.9 18.1 26.1 33.8 30.2 43.5 

Allocations to pension founaatene 

to reserve for future investments 

and to general stock reserve 0.5 17.6 30.0 56.7 S125)" 3)3)51/ 59.8 65.1 81.6 60.9 

Taxes: 6.1 14.9 pal 23, S),8) 13.5) 38.6 60.2 60.0 58.3 

Net profit ee 1233 14.9 18.8 19.0 19.0 30.0 60.3 O25) 63.3 

Dividend . 5.4 5.4 5.4 6.5 6.8 8.6 10.3 Bod Bel 17.8 

Salaries and wages 71.4 80.2 96.8 108.5 129% 143.3 162.2 184.7 = 216.9° 283.6 

*) Including allocation of kr. 17.5 million to special stock reserve. 

STATEMENT OF SOURCE AND APPLICATION OF FUNDS 

Source of Funds (amounts in kr. million) 

Operations 

Net profit ee, 1243 14.9 18.8 19.0 19.0 30.0 60.3 62.5 63.3 

Add charges not jencinine sia 

Depreciation and remaining costs 

for discarded plant 12.4 Be 15.4 16.9 1S) 7) 18.3 2683 34.9 SIl5 45.1 

Alterations to pension euantabiaorre 

general stock reserve and alloca- 

tion to reserve for future invest- 

ments . Sal 16.2 29.4 50.6 40.6 Be 62.8 60.4 70.4 50.4 

Total funds from operations DAT 42.3 SSF) 86.3 153 (P22) ORT IDSC 164.4 158.8 

Increase of shareholders’ el 

through new share issue . — — == = 6.0 — 34.2 _— — — 

Increase (decrease) of long-term 

liabilities incl. part of PV-Guaran- 

tee provisions 8.8 14.2 6.3 (5.0) 0.4 47.5 2.6 Do Dal 7.6 

Total funds received . Sil) 31(0),5) 66.0 81.3 Sil 7 120.0 ISIQ 161.3 166.5 166.4 

Application of Funds (amounts in kr. million) 

Dividend . : soe: 5.4 5.4 5.4 5.4 6.5 6.8 8.6 10), iN} 7/ 357 

Investments in padinos ene 

nery and equipment . ; 16.7 7.9 1 2eS ST 56.2 niles: Der 73.4 74.9 98.2 

Net increase (net decrease) in erates 

holdings, long-term accounts 3.9 (5.8) (8.2) (3.6) ils)? Bos! 3.4 eS) 41.6 Bilao 

Increase (decrease) of blocked 

accounts in Sveriges Riksbank . — — 8.0 19:5 (1.8) (20.9) 1.8 (2.0) Zo 

Total funds applied 28.0 Wed Ted) 38.4 97.4 Ws 46.2 95.4 128.2 146.1 

Net increase (net decrease) in 

working capital 315) 49.0) 48.5 42.9 (Sai) 40.3 109.7 a5)2) 38.3 20.4 

Increase (decrease) of cash Bares 

and PAS investments : 0.9) 43.5 44.5 95.0 (G23) 46.4 130.8 TSS ee (242) ee COS) 


Production Companies within the Volvo Automotive Products Divisions 


2 


1. The new factory in Bengtsfors, which involved capital in- 3. The gear wheels of a car gearbox are machined in a gear 
vestments amounting to approximately kr. 4 million, has a shaving machine before being hardened. 
factory area of 4,300 sq. metres (46,300 sq. ft.). 


2. The production capacity at the Volvo Floby Factory runs to 4. The final assembly building at the Volvo Torslanda Factory 
about 550,000 brake drums and disc brakes for Volvo cars and _ is now wholly engaged in the assembly of Volvo 121/122 S cars. 
roughly 60,000 brake drums and a similar number of hubs for 

trucks, 
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Volvo Goteborasverken (Gothenburg, Torslanda, Bengtsfors) 
Production at Volvo Goteborgsverken embraces cars, station 
wagons and vans, trucks and buses, sub-assembling and 
packing of car components (“knocked down” units) for export 
assembly plants abroad. Production in 1965 reached a total of 
146,801 units compared with 132,216 units from the previous 
year — an increase of 11 %. 


Production 

Cars including station wagons and 

vans 1965 1964 

assembled units IPRS 110,424 

“knocked down” units {UO 8,040 
Total 133,239) 118,464 

Commercial vehicles 

assembled units NO Se 10,979 

“knocked down” units 2,780 DT 
Total 13,562 IS 


After the general holidays, a partial double shift was in- 
troduced at the Volvo Torslanda Factory in the departments 
concerned with body assembling and painting. As a result of 
this measure, the production capacity has now reached an 
annual output of approximately 150,000 cars. 

Reorganization of production was gradually introduced 
into the Volvo Gothenburg Factory during the autumn to 
cope with the new truck series. 

The Company’s new factory in Bengtsfors, which makes 
upholsteries for Volvo cars, was inaugurated on the 9th June. 


Volvo Skévdeverken (Skévde, Floby, Flen) 
During the autumn, a new Diesel engine factory was inaugu- 
rated at Sk6vde and has an area of 18,000 sq. metres (193,700 
sq. ft.). Total costs for buildings, machinery, tools, etc. amount- 
ed to approximately kr. 60 million. The replacement value 
for machinery amounted to a total of kr. 44 million. 

An extension to the factory in Floby, involving an area of 
2,200 sq. metres (23,700 sq. ft.), was started and completed 


by the end of the year. All hubs for Volvo trucks are now 
manufactured in Floby. Since Ist October, production in- 
creased by 50 %. 


Production 1965 1964 
Petrol-powered engines 144,090 EKO) WS) 
Diesel-powered engines 17,520 16,925 

161,610 147,678 


Volvo Kopingverken 

During the year, Volvo K6pingverken was merged with AB 
Volvo. Production of gearboxes for cars and trucks increased 
by 10.4 % to 143,525 units, as against 130,006 units in the 
previous year. During 1965, 13,749 (12,887 in 1964) final 
drive assembly units for commercial vehicles were produced, 
likewise 11,564 (10,877 in 1964) tractor differentials and 
6,630 (5,045 in 1964) outboard drive assemblies for the Volvo 
Penta Aquamatic. 


Volvo-Umeverken 

It is intended to merge Volvo-Umeverken during 1966 with 
the Parent Company. The extension to its plant and buildings, 
which was started at the end of 1964, was completed during 
the year. Capital investments amounted to kr. 8 million. Sub- 
sequent annual production capacity will be in the region of 
15,000 truck cabs and 2,000 packing sets. During 1965, 
8,592 (7,009 in 1964) assembled truck cabs were produced 
and 1,369 (735 in 1964) packing sets. Following upon an 
agreement with the town of Umea, the company was able to 


extend its industrial area by approximately 22,000 sq. metres 
(237,000 sq. ft.). 


eS) 
NO 


1. A new series rating unit for machining of gearbox casings 
designed and built by Képings Mekaniska Verkstads AB was 
installed at Volvo Koépingverken. 

2. Volvo-Umeverken has now at its disposal an industrial area 
covering approximately 53,000 sq. metres (570,000 sq. ft.). The 
total factory site including the extension built during the year, 
amounts to about 18,500 sq. metres (199,100 sq. ft.). 

3. At the Volvo Gothenburg Factory a major conversion in pro- 
duction took place with regards to the new series of Diesel trucks. 
Picture right; Diesel engine crankshafts are balanced in a special 
machine in the new Diesel engine factory in Skévde. 


Volvo Penta 


Volvo Penta 

Sales of Volvo marine and industrial engines are under the 
administration of AB Volvo Penta, whose turnover and trad- 
ing results are included in AB Volvo’s accounts. 


Market Conditions 

During 1965, the market for marine and industrial engines 
continued to expand, Production capacity was increased to 
meet the rising demands. Moreover, the sales organization was 
reinforced — with particular emphasis on the exports markets. 


Sales 

Volvo Penta’s sales increased to kr. 84.1 million from the 
previous year’s kr. 71.9 million, this corresponding to an in- 
crease of 17 %. Sales, including those for spare parts, on the 
different markets were as follows: 


1965 1964 
Sweden ee Tos Eee ee ee 26.9 Oe, 
Scandinavia (excl. Sweden), Finland 
aval WSL. 0 5 5 68 oe ll 14.1 11.8 
Europe, excluding countries above 17.6 13.0 
USA and other markets . Dyes) 19.4 
84.1 71.9 


Shortage of industrial Diesel engines hampered sales in Sweden. 
Sales of marine engines, however, increased by kr. 1.5 million. 

Exports rose to kr. 57.2 million from kr. 44.2 million in 
1964, an increase of 29.4 %. Sales within the EEC and EFTA 
countries were as follows: 


1965 1964 
ete. 10.1 VS 
led ariDia\ 7S) 14.9 


The steep rise in export sales principally concerned countries 
with large production of pleasure boats. Sales on the Scandi- 
navian markets as well as in the other European countries devel- 
oped favourably, and were particularly noticeable in France 
and Spain. 

During the year, marketing of the complete Aquamatic unit 
in USA came under the administration of the Chrysler Corpora- 
tion. In addition, separate Aquamatic drive assemblies were sold 
to several of the largest marine engine producers on the 
American market. Sales to USA rose during 1965 by kr. 
5 million. 

As the result of rationalization and land reclamation with- 
in agriculture, sales of irrigation units to the Middle East 
and Latin America showed an increase. 

At the end of the year, orders in hand amounted to kr. 50 
million, compared with kr. 45 million on the same date in 
1964. In the course of 1965, the company received a further 
order for fifty generator units for delivery to the Mexican 
telephone relay station system. 


Product Development 

During the year, Volvo Penta developed a new series of 
marine and industrial Diesel engines based on the new Volvo 
Diesel engine programme. This involved the production of six 
new engine types intended for industrial purposes with out- 
puts ranging from 105—250 b.h.p., and five new marine Diesel 
engine types with outputs from 94—225 b.h.p. These new 
products were well received on all markets. 

Also started during the year was the production of a new, 
more powerful Aquamatic engine with an output of 150 b.h.p. 
This engine is intended to meet the increased demands for high 
outputs required for heavier, speedier boats. 


Buildings 

With the acquisition of new premises during the year, Volvo 
Penta was able to increase its production capacity consider- 
ably. Production of petrol-driven engines and high output 
Diesel engines could now be carried out under the same roof. 
It was also possible to rationalize the handling of materials as 
well as assembly work, painting and testing. These new build- 
ings house, too, the department for testing components and 
the new experimental workshop. By the use of premises pre- 
viously utilized for assembling petrol-powered engines and high 
output Diesel engines, the production capacity of heavy-duty 
Diesel engines increased and a more rationalized system was 
applied concerning the handling of materials. 


During recent years lumbering has been revolutionized by in- 
creased mechanization within the forestry industry. Here we 
see one of many trimming stations, the electrical power for 
which was provided by a Volvo Penta generator unit. A large 
number of BM-Volvo tractors are also engaged in forestry 


work (picture left). 


Interest in boating is gradually increasing throughout the 
world. Volvo Penta exports 80 % of its marine engines (upper 


picture). 


During 1965, assembly of the light engine series was trans- 
ferred to new modern premises, specially adapted to rational 
assembly methods which led to a considerable increase in the 
production capacity (lower picture). 


Se) 


Activities of the Subsidiary Companies 


Sweden 

The Annual Reports of the three largest Swedish manufactur- 
ing subsidiary companies of AB Volvo are to be found in 
this Report on pages 37—52. The 1965 dividends for these 
companies will be taken up by Volvo in the 1966 final accounts. 
With regards to Svenska Flygmotor AB, however, only five- 
eights will be taken up, this corresponding to Volvo’s share- 
holdings in this company. The comments on the activities of 
Volvo-Umeverken AB are given on page 32. 

AB Volvo Penta’s sales and results are included in the 
Volvo activities. A commentary on the operations of AB 
Volvo Penta is to be found on pages 34—35. 

The premium income of the Volvia Insurance Company in- 
creased by 81 %. This increase was particularly confined to 
insurance for fire, glass and theft, which Volvia had included 
among its policies during the previous year. 

Rising compensation costs during recent years have gradually 
diminished profit margins. The results, however, even during 
1965, allowed for extra allocations to, e.g., the insurance 
fund. An unaltered net profit is reported and a dividend similar 
to that of the previous year will be paid. 

Ernst Nilsson AB, Stockholm, was able to show an in- 
crease in sales and somewhat improved trading results. After 
an allocation of kr. 0.5 million to the general stock reserve, 
the annual profit permits an increased dividend to Volvo. 


Abroad 


Automobile imports to Denmark and Finland were reduced 
as a result of increased consumption tax and other restrictions 
imposed during the year. The sales, nevertheless, of the Fin- 
nish subsidiary company were on the increase so that the 
company could report excellent trading results. The sub- 
sidiary company in Denmark was affected by an overall drop 
in the market for vehicle sales: business, nevertheless, im- 
proved partly as a result of expanded financial activities. Even 
the business of the Norwegian subsidiary company developed 
favourably. All these subsidiary companies will be issuing a 
dividend. 

The manufacturing company in Belgium, Volvo Europa 
N.V., transferred its car assembly operations to a newly erected 
factory in Ghent. Up to the present, capital investments in 


this factory have amounted to approximately kr. 10 million. 
During the year, 5,550 passenger cars were assembled, com- 
pared with 2,650 units during 1964, when assembly opera- 
tions began. Assembly output of trucks, carried out in rented 
premises, was increased during the year. The total value of 
deliveries, approximately kr. 83 million, was 60 % greater than 
that for the previous year. Volvo contributed to certain costs 
connected with the introduction of the new Volvo truck series. 

The sales company in Germany received economic assistance 
from the Parent Company also in 1965, this being in the 
form of, e.g., cost defrayment connected with the introduction 
of Volvo trucks on the German market as well as the trans- 
ference of import activities to a newly-erected import depot in 
Dietzenbach where the head office and spare parts stores are 
situated. 

The subsidiary company in Switzerland increased its sales 
and improved trading results. 

During 1965, the business of the companies in USA was 
further improved on from the previous year. Contributing to 
this was the favourable state of the car market as well as the 
sales organization purposefully streamlined over the years. The 
1965 dividend to Volvo will be raised to $900,000. 

The Canadian subsidiary company which, in addition to its 
sales activities, is engaged in the assembly of passenger cars, 
showed a good increase in production volume together with 
satisfactory results, which permit a dividend being paid to 
the Parent Company. The free trade agreement entered upon 
during the year with the USA meant more favourable con- 
ditions concerning manufacturing, this contributing to the 
improvement in results. 

The scope of the activities of the subsidiary company in 
Peru remained approximately the same and business improved. 
The decision was reached to start assembling trucks during 
1966 in a recently purchased factory there. 


Volvo (Canada) Ltd. inaugurated on Ist October a new head 
office in Toronto. The building, which has a total floor area 
of 2,500 sq. metres (26,900 sq. ft.), houses offices as well as 
a spare parts depot and a workshop school. 


Aktiebolaget Bolinder-Munktell 


Annual Report of the Board and Managing Director for 1965 


Management Report 


A characteristic feature of the Company’s activities for 1965 
was the great demand on several of its products. The turn- 
over figure reached kr. 432 million, which represents an in- 
crease of kr. 58 million or 16 % compared with 1964. 

Due to considerably augmented capital investments and 
continued rationalization, the Company was able to increase 
its production capacity in all fields of activities. Utilized with 
particular intensity was the production capacity in the tractor 
factory. A step-up in production was made difficult by the 
shortage of labour in the Eskilstuna area as well as the rate 
of turnover in personnel. 

As a result of the favourable distribution of the increased 
turnover in profitable products as well as the full utilization 
of the production capacity, earnings were such as to com- 
pensate for the considerable rises in wages, certain increases 
in the prices of material and a general increase in overhead 
costs. Certain increases in sales prices could be made. 

Both stocks and trade debts increased due to the expansion 
of activies. The liquidity level of the Company remained un- 
altered. 


Sales in Sweden 

Sales on the Swedish market amounted during 1965 to kr. 289 
million. This figure included supplies to AB VOLVO at a 
value of kr. 28 million. The sales value represented an increase 
of kr. 46 million or 19 % compared with 1964. 

The Company’s prominent position as a supplier of tractors 
to Swedish agriculture was further consolidated. The total 
number of new tractor registrations in Sweden amounted dur- 
ing 1965 to 13,293 units as against 12,990 units for 1964. 
The Company’s share of this market went up from 40.0 % 
to 41.6%. 

Deliveries of loading machines, excavators, dumper vehicles, 
forestry tractors and other specially equipped tractors includ- 
ing auxiliary equipment consisted of 27 % of the number and 
50 % of the value of the total number of tractors delivered to 
the Swedish market. These tractors were included only to a 
limited extent among registered tractors. 

The value of combine harvesters increased by approximately 
3 %, 90 % of them consisting of self-propelled combine units. 

With regards to the sector dealing with tractor implements 
for agriculture, tractor-mounted mowers made at the Com- 
pany’s plant in Arvika were sold. On Ist January, 1966, the 
sales and manufacturing of this product were transferred to 
AB Sloérs Maskiner and its present wholly-owned subsidiary 
company AB Skurup-Verken. With this transference, the ac- 
tivities of the Company concerning agricultural implements 
ceased. 

Deliveries of road graders were somewhat less during 1965. 

Deliveries of track-laying military vehicles to the Swedish 
Army were according to plan and similar in volume to deliveries 
made during 1964. A certain increase was noted in orders 
made previously for track-laying military vehicles. 


Export Sales 

The Export sales during 1965 amounted to kr. 142 million, an 
increase of 12 million or 9 % compared with 1964. Exports 
comprised 33 % of overall sales. 

Increases in sales were noted on the Scandinavian markets 
and primarily concerned deliveries of loading machines and 
other specially equipped tractors. Total sales on the Com- 
pany’s well-established markets outside Scandinavia increased. 


ir Kr. million 
425 


Turnover of AB Bolinder-Munktell 1956—65 
ao 400 
aro 
Sales value — exports 
350 


Ea Sales value — Sweden eee eR 


300 


275 
250 


225 
200 


175 


150 


125 


100 


75 


50 


1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 


Exports to the EEC-bloc met with a setback due to trading 
difficulties and greater tariff discrimination. 


New Products 

The extensive product development of the Company during 
recent years resulted in the introduction of a new range of 
loading machines during the year reviewed. Deliveries began 
in the autumn of 1965 (or will appear on the market in 1966) 
of a 2-wheel driven loading machine based on the smallest 
tractor produced by the Company; a 2-wheel driven and a 
4-wheel driven loader with the medium-large tractor as base 
and with a new hydraulic transmission; and a 4-wheel driven 
loading machine based on the largest tractor and with a new 
hydraulic transmission. Within the field of forestry transporta- 
tion, a new track-laying tractor was presented and a wheel- 
driven articulated tractor with vehicle based on the medium- 
large tractor, both with payload of 10 tons. A specially con- 
structed 4-wheel driven tractor for lumbering operations will 
be delivered during 1966. Continued development of industrial 
tractors for different transport branches took place in coopera- 
tion with suppliers of special equipment. Long-term agree- 
ments were reached with these suppliers. A new large combine 
harvester, type S 950, powered by a new Volvo Diesel engine 
with output of 98 b.h.p., was presented with a view to the 1966 
harvest. This harvester replaces the Company’s hitherto largest 
self-propelled combine harvester, type S 1000, and has a greater 
capacity than its predecessor. 


Buildings and Plant 

During 1965, a new long-term plan covering the development 
of the Company up to the year 1971 was promulgated. This 
means that the production at the Eskilstuna Factory will be 
increased from 12,500 to 20,000 tractor units a year. The 
Arvika Factory will be reorganized and expanded to include 
the manufacturing of industrial machinery in addition to its 
current production of track-laying military vehicles for the 
Swedish Army. A new foundry is planned. Because of in- 
adequate labour potential in the Eskilstuna district, it is intended 
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Four new loading machines were introduced during 1965. Their weights range 


to build the foundry in Arvika and thus replace the present 
older foundries in both Eskilstuna and Arvika. 

The Company received permission from the Swedish Govern- 
ment to utilize the reserve for future investments to the extent 
of 75 % of kr. 50 million for direct writing down of invest- 
ments in Eskilstuna, Arvika, Hallsberg and Valla during the 
years 1966—1971. 

Building work was started on a new head office in Eskils- 
tuna. More industrial sites were purchased at the beginning of 
1966 in the district of Hallby, west of Eskilstuna. 

The extension to the workshop for combine harvesters was 
completed in Hallsberg. Building operations began on a new 
drawing office and new development laboratory for combine 
harvesters. It is estimated that this project will be completed 
and the buildings ready for use during the first half of 1966. 

Structural alterations and extensions were carried out on 
the older workshops in Arvika. The building of a new assembly 
shop for industrial machinery was started and is expected to be 
completed by the middle of 1966. Special permission to utilize 
capital from the reserve for future investments was obtained 
for direct writing down of this new project. 


Companies Abroad 

The activities of Bolinders Norske A/S, which include sales of 
industrial machinery and engines, developed very satisfactorily. 
The decision was reached to build in Oslo new buildings to 
house a workshop, stores and offices. Building operations will 
begin during 1966. The share capital of the subsidiary company 
was increased during the year by N.Kr. 1.5 million. This in- 
crease came from a scrip issue amounting to N.Kr. 0.5 million 
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and a new share issue of N.Kr. 1 million, which was fully sub- 
scribed to by the Parent Company. 

During its second year of activities, Volvo-Traktor A/S, 
Copenhagen expanded its dealer network still further with 
satisfactory results. 

The unfavourable state of the French market during 1965 
together with greater tariff discrimination hampered sales of 
BM-products by Volvo-Bolinders S.A., Paris. Sales of Volvo 
trucks and cars increased according to plan. Results for the 
year were, however, unsatisfactory. Building work was started 
in Paris on a new installation to house spare parts stores, a 
workshop and offices. A site area intended for a new import 
depot was purchased west of Paris. 


Employees 
The average number of employees was as follows: 
1965 1964 
Salaried staff LATS 1,434 
Wage earners ZlSO) 3,091 
Total 4,625 4,525 


Wages, salaries and other emoluments during the year amounted 
to kr. 87,259,000: —, of which kr. 860,000: — went to the 
Board and Management, kr. 36,339,000: — to the remaining 
salaried staff and kr. 50,060,000: — to wage earners. 

The costs fixed by social benefits, prescribed by law or 
through collective agreements, such as pensions, holidays with 


pay, etc., amounted during 1965 to the considerable sums 
specified on the next page. 


from 4.2 tons to 8.2 tons with lifting capacity from 1.2 tons to 3 tons. 


Annual and public holiday wages (included in the kr, 1,000 
amounts given above) 3,739) 
Pension costs ; 6,416 
Insurance contributions 1,822 

Total Kopelng/ 


(C1964e== 15551) 


In addition to these obligatory undertakings, costs were also 
borne by the Company for training and education, health con- 
TLOlmCtcs 


Disposition of Earnings 

The result of the Company’s activities during 1965 and its 
position at the end of the year are shown in the accompanying 
Profit and Loss Account together with the Balance Sheet and 
the Comments on the Accounts. 

According to the drawn up Consolidated Balance Sheet, the 
consolidated profits of the Parent Company and subsidiaries 
amounted for 1965 to kr. 9,540,000: —. The total unappro- 
priated earnings of the Group, after legally prescribed alloca- 


tions to reserves, transference to the share capital by means 
of a scrip issue and provisions for the 1965 dividend to the 
Parent Company, amounted to kr. 1,906,000: —. 


Available for disposition by the General Meeting: kr. 1,000 
Balance of unappropriated earnings 596 
Profit for the year . 9,650 

Total 10,246 


The Board and Managing Director propose that the above 


amount be distributed as follows: kr. 1,000 
Allocation to the legal reserve Reena 970 
Share capital increase by means of scrip issue . 5,000 
6 % dividend of the increased share capital . 3,000 
Balance of unappropriated earnings I) 

Total 10,246 


The proposed disposition of earnings has been included in the 
Profit and Loss Account for the year. The Balance Sheet shows 
the position on the assumption that the General Meeting ap- 
proves the proposal of the Board and Managing Director 
concerning the distribution of earnings. 


Eskilstuna, 11th March, 1966 


G. ENGELLAU 


H. MELIN 
SVANTE SIMONSSON 
H. LINDMARK 


F. HARTMANN 
St1iG JANSON 


JOHN ENGELLAU 
Managing Director 
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AKTIEBOLAGET BOLINDER-MUNKTELL 


Profit and Loss Account for 1965 and balance of unappropriated earnings 


1965 1964 
kr. 1,000 kr. 1,000 
Sales ea 431,573 373,254 
Cost of products ald mcluding maintenance! repairs, ‘deprecia- 
tion, type development costs, etc., and guarantee costs . . . 356,558 307,846 
75,015 65,408 
Less: Administrative and selling expenses . ..... . 333), AN 30,025 
hradinge profit mae ae ee ee ee ee ee ee ee 41,274 32555 
Miscellaneous income 
Dividends from subsidiaries . 31 
Interest (of which 282 from STR SREOTATSS 1. 3,749 
Cash discounts received ee : 1,178 
Accounts recovered previously written off spurs © Pe il 
Sundry. incomes aerate ere oe ey thane woe Ne ee 12,964 2,444 10,389 
54,238 45,772 
Miscellaneous costs 
Interest B73} 
Cash discounts . : Ways} 
Loss on sale of fixed ce ; 22, 
Sundry costs . 2,343 6,521 
39251 
Allocated to 
General stock reserve . : 14,918 
Reserve for future investments . 8,000 22,918 
165333 
Taxes on income 8,359 
Net profit for 1965 7,974 
Balance of unappropriated earnings at neat of year 1,122 
At the disposal of the General Meeting . 9,096 
Less, according to the recommendations of the Board and 
Managing Director: 
Transferred to share capital via scrip issue . 5,000 
Allocation to the legal reserve . SE ae ee ee 800 
Dividend img amicea a.) Ste om big or ae ee en eee A 8,970 2,700 8,500 
596 


Balance of unappropriated earnings at 31st December, 1965 27S 


40 


Balance Sheet as at 31st December, 1965 


Assets 

Fixed assets 

Property, machinery and equipment . 
Shares and stockholdings . 

Long-term loans . 


Capital expenditure decided upon . 


Current assets 

Stocks (of which contracted goods to a value of 189,757) . 
Trade debtors (of which 20,435 in exchange bills) . 

Accounts with other Group Companies (of which 21,631 tlh 
subsidiary companies) . : : 

Sundry debtors . F 

Short-term loans and mreciment : : 

Cash at banks and in hand (of which 20,735 on ablecked Peconnts) 


1965 1964 
SECUEiticem PIC OCG me nn 99,203 T9322 
Total assets . Sete ne ee seh ee eee ®. 


Shareholders’ equity and liabilities 
Shareholders’ equity 

Share capital 

Proposed scrip issue 

Legal reserve : 
Unappropriated eames ; 


Reserve for future investments . 


Long-term liabilities 


Pension. Foundations 

Social benefits fund 

Bond loan : 
Group companies (of which 989 concerns quinsteretee eompanies) 
Promissory loans and mortgage loans . 


Commitments in respect of 
Capital expenditure decided upon and contracted goods . 


Current liabilities 

Suppliers . 

Advance payments from customers 
Group companies ; 
Sundry current liabilities ond provisions ; ei ras conta aes 
1965 1964 
Continsents liabilities 9.2 92 4: 28,617 24,279 


Total shareholders’ equity and liabilities . 
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1965 


400,353 


512,861 


45,000 
5,000 
7,190 


15276 


Soh 2 
13,826 
12,186 


54,576 113,780 


512,861 


1964 


kr. 1,000 


5.15230 
9,565 
6,000 


1995535 
54,342 


29,693 
6,363 


38,434 


66,795 
Shey Alt 


328,367 


433,373 


24,675 

7,216 
17,181 
51,095 


79,368 


185,614 


100,167 


433,373 
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AKTIEBOLAGET BOLINDER-MUNKTELL 


Comments on the Accounts 


The Balance Sheet 


1. BUILDINGS AND PLANT 
At the end of the financial year the position was (in kr. 1,000): 


Depreciation Account 


ee aoe B Y i 
Original aby re SEE 9 ppt oe Sua Bea 
PORE = i ese! investments amount Uenleas value 
Factory sites and installations . 4,520 Sil 174 250 4,096 5,417 — 
Buildings and facilities 48,416 1,100 18,706 7,774 21,936 43,066* 102,065 
Machinery, equipment and tools 101,356 9,145 TE365 1,852 223.9 — 197,947 
Additions to plant, etc. in progress 8,086 — — — 8,086 —- 13,200 
Total 162,378 10,276 96,245 9,876 DOsoN, 48,483 8135212 
*) Buildings to a value of kr. 5.6 million had not yet been assessed for taxation at the end of the year. 
Depreciation during the preceding year SL SyILil 
The 1965 depreciation amount included kr. 1,260,000: — for extra depreciation over and above the Company’s normal provision 
(extra depreciation for 1964, kr. 953,000: —). 
Capital expenditure during the year amounted to kr. 20,865,000: —. 
2. SHARES AND STOCKHOLDINGS Deduct: 
Specification of holdings: Nominal Rook Reserve for obsolescent and slow- 
Pen amount moving goods 8,048 6,860 
Subsidiary companies in 1,000 ‘t- 1000 General stock reserve 91,487 ASA97, 
Walla Lantbruksmaskiner AB, Valla . Sw.Kr.' 125 ay Total reserves 9955) 85,057 
Bolinders Norske A/S, Oslo N.Kr. 2,000 e2 
; : Net stock value as Balance Sheet 251,182 1992535 
Volvo Traktor A/S, Copenhagen. . D.Kr. Ney 150 era 
Volvo-Bolinders S.A.. Paris . ER 9.500 7.535 At the end of the year, the general stock reserve corresponded 
Other shares in Swedish subsidiary to 60 % of current stocks. 
companies (not specified here) . 2 
Other shares and stockholdings in RUE UTSISS NE ERS 
foreign subsidiary companies (not Of the cash assets, amount kr. 4,178,000: — was in a special 
specified here) . __ account with Sveriges Riksbank in connection with the reserve 
Sareiane z for future investments. Kr. 16,557,000: — was blocked as 
arbor RED socal Sha pee ee security for advance payments received from customers, ATP 
Non-affiliated companies loans and surety bonds. 
Zamyad Co. Ltd., Iran 1.056 Beate is . an Fe 
Miscellaneous shares (not specified : os . bared tone anal sidia ast 
here) 169 The disposition of earnings proposed by the Board and Manag- 
ing Director for the year 1964 was approved by the General 
Total 9,816 Meeting and has been included in the comparative column in 
the Profit and Loss Account on page 40. 
6. RESERVE FOR FUTURE INVESTMENTS kr. 1,000 
3. STOCKS The reserve for future investments amounted at 
The stocks shown below have been evaluated in accordance !St January, 1965 to . 16,408 
with traditionally sound principles. The gross amount of the Further allocations during the year 14,000 
physical stocks is based on the lowest of cost and market Total 30,408 
ee cae eee In accordance Le previously During 1965 the reserve for future investments 
PP P are quate reserves were set aside tO COVEr yas utilized to the extent of : 3,770 
obsolescent goods. = 
kr. 1,000 Balance at 31st December, 1965 26,638 
ne 1965 1964. Of the amount kr. 3,770,000: — drawn from the reserve for 
Finished products . 50,163 44,466 future investments, kr. 3,520,000: — was used for direct writ- 
Spare parts . 18,161 15,064 ing down of building investments and the rest for site prepara- 
Production material 92,636 77.659 tion costs in Arvika. 
Total physical stocks 160,960 LSTALSS 
Contracted goods . 189.757 147.403 7: Bea edgar CS 
Previous separate pension foundations for Arvika-Thermaenius 
Total SISO ETA 284,592 


AB were incorporated during the year into the pension founda- 


tions of AB Bolinder-Munktell. The capital of the Company’s 
General Pension Foundation was considerably in excess of 
its pension commitments. In consequence, the Company trans- 
ferred during 1965 from the Foundation to the trading results 
a sum corresponding to ATP contributions disbursed through- 
out the year. The capital of the Pension Foundation will also 


be similarly reduced during 1966. kr. 1,000 

General 

Pension eed re 7 
Company liabilities at Ist January, Foundation 
1965 : 29813 10,497 
Interest for 1965 ae 1,789 — 

Total 31,602 10,497 

Transferred to the PRI Foundations — 1,375 + 1,375 
Amount transferred from Pension 
Foundation corresponding to ATP 
contributions disbursed during 1965 — 4,493 — 
Company liabilities at 31st December, 
1965 : 25,134 11,872 


Disbursed pensions were charged to the year’s earnings. 


8. SUNDRY CURRENT LIABILITIES 
In the Balance Sheet the amounts entered as sundry current 


liabilities and provisions comprehended: kr. 1,000 

1965 1964 
Taxation . —— 9,050 6,428 
Proposed dividend 3,000 2,700 
Miscellaneous liabilities . PAT ITAL 28,222 
Provisions TAOS 13,745 


Total 54,576 51,095 


AKTIEBOLAGET BOLINDER-MUNKTELL 


9. SECURITIES PLEDGED AND CONTINGENT LIABILITIES 


kr. 1,000 
Securities pledged — own: 1965 1964 
Property (of which 200 in subsidiary 
companies) : ions 34,531 ZIM 26 
Stock, machinery, equipment . 48,075 42,325 
SHATGS Seca Se ere eee 40 530 
Blocked bank deposits ee 16,557 15,541 
Total 99,203 Toe 
Contingent liabilities: 
Discounted bills gy ee Die? 1,615 
Swedish Employers’ Confederation L522 eo 
Miscellaneous te 242993 215310 
Total 28,617 24,279 


Profit and Loss Account 


Included in the administrative and selling expenses are the 
general administrative expenses to the amount of kr. 
3,035,000: —, which amount was calculated in accordance 
with previous practice. 


A new large self-propelled combine harvester with type desig- 
nation BM - Volvo S 950 was introduced during 1965. It re- 
placed type S 1000 and has a higher capacity and more modern 
design. 
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Kopings Mekaniska Verkstads Aktiebolag 
Annual Report of the Board and Managing Director for 1965 


Management Report 


The turnover of the Company during 1965 amounted to kr. 
32.6 million (kr. 25.9 million in 1964). An increase was noted 
in the sales of machine tools and castings as well as in the 
leasing of standard machines. 

The flow of orders for machines, which increased consider- 
ably at the end of 1964 as a consequence of the tax regulations 
then in force concerning investment allowances, was less than 
that for the previous year. There was a slight rise in the demand 
for milling machines, but a drop was noted in the demand for 
lathes and special machines. Large orders were received from 
Great Britain and Finland, while the influx of orders from 
the markets outside Europe was adversely affected. The re- 
duction in the backlog of orders concerning machines was 
partially counterbalanced by the increase in orders for Volvo 
Group automobile products. 

The employment level at the foundry was satisfactory, but 
the capacity of the plant engaged in producing machinery could 
not be fully utilized because of the shortage of skilled labour. 
The turnover in wage-earning personnel increased in compari- 
son with the year 1964. 

Viewed against a background of unfavourable development 
in costs during recent years, it is intended to alter the Com- 
pany’s production policy during the immediate years to come. 
Thus, operations at the foundry will be reduced in stages up to 
the final cessation date in the middle of 1967. Further, the 
manufacturing capacity with regards to machine tools will be 
concentrated partly on standard machines and partly on step- 
ping up the output of numerically guided machines in order to 
meet rising demand for programmed machine types. It is in- 
tended to extend further the Company’s production of certain 
components and spare parts for the automobile production 
within the Volvo Group of Companies. 

Costs involved in this structural rationalization were charged 
to the year’s earnings. These costs, together with the unsatis- 
factory income from machine tools, resulted in a loss on the 
activities of the year to the amount of kr. 515,000: —. This 
loss was counterbalanced by a withdrawal from the stock re- 
serve in conjunction with the reduction in stocks. 


The average number of employees was as follows: 


1965 1964 

Salaried staff 245 248 
Wage earners 500 504 
Total 745 V2) 


Wages, salaries and other emoluments during the year amount- 
ed to kr. 14,892,000: —, of which kr. 137,000: — went to the 
Board and Management, kr. 6,127,000: — to the remaining 
salaried staff and kr. 8,628,000: — to wage earners. 

The costs fixed by social benefits, prescribed dy law or 
through collective agreement, such as pensions, holidays with 
pay, etc., amounted during 1965 to the considerable sums 
specified below, 


Annual and public holiday wages (included in the kr. 1,000 
amounts given above) il sul 7 
Pension costs Pays) 
Insurance contributions 339 
Total S02 

(1964 = 2,770) 


In addition to these obligatory commitments, costs were also 
borne by the Company for training and education, health con- 
nell, Gwe. 

The result of the Company’s activities during 1965 and its 
position at the end of the year are shown in the accompanying 
Profit and Loss Account, Balance Sheet and Comments on the 
Accounts. 


Available for disposition by the General Meeting: kr. 1,000 
Balance of unappropriated earnings . . .. . 119 
PRONE OE NE: WEN 4 4 

Total 123 


The Board and Managing Director propose that the above 


amount be distributed as follows: kr. 1,000 
ANCA TO nS IBA WEBB - . 2 2 2 = oc 1 
Balance of unappropriated earnings carried forward 122 

Total 123 


The proposed disposition of earnings has been included in the 
Profit and Loss Account for the year. The Balance Sheet shows 
the position on the assumption that the General Meeting 
approves the proposal of the Board and Managing Director 
concerning the distribution of earnings. 


K6éping, 9th March, 1966 


G. ENGELLAU 


SVANTE SIMONSSON 
AKE DREIJER 


H. HALLSTROM 
IVAN EDMAN 


MarTIN BJORKLIND 
Managing Director 


A multi-operation machine for milling, boring, 


reaming and threading was taken into use during 1965. The machine, which 


is numerically controlled cost approx. kr. 2.3 million (upper picture). 
S10 NC numerically controlled production lathe is one of the new KMVA< products (lower picture). 
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KOPINGS MEKANISKA VERKSTADS AKTIEBOLAG 


Profit and Loss Account for 1965 and balance of unappropriated earnings 


1965 1964 
kr. 1,000 
Sales Re oe ie ete to ae eee ee ec BRS oll 25,940 
Cost of products sold including maintenance, repairs, deprecia- 
tion, type development costs, etc., and guarantee costs . . . 30,673 22,208 
1,888 SB 
Less: Administrative and selling expenses . . . ... . 2,403 2,184 
ETAAINGATESULLS Smee ne iene ee ee? ee Sil Profit 1,548 
Miscellaneous income 
Interest eee: 135 
Cash discounts received =i) 
Profit on sale of fixed assets . 19 
Sundry income . 71 282 
1,830 
Miscellaneous costs 
Interest 378 
Sundry costs . 1, 390 
1,440 
Transferred from 
General stock reserve . a 
Allocated to 
General stock reserve . 1,325 
115 
Taxes on income 25 
Net profit for 1965 By) ig pees cee ian ogee a 
Balance of unappropriated earnings at beginning of year ai 
At the disposal of the General Meeting . me 
Less, according to the recommendations of the Board and 
Managing Director: 
Allocation to the legal reserve . : me 
Balance of unappropriated earnings at 31st December, 1965 we 
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Balance Sheet as at 31st December, 1965 


Assets 
Fixed assets 
Property, machinery and equipment 


Capital expenditure decided upon . 


Current assets 


Shares and stockholdings in non-affiliated eek (not 


specified here) : 

Stocks (of which contracted paede toa “ae oi 3, 940) . 
Trade debtors (of which 1,317 in exchange bills) . 
Accounts with Group companies ak 
Sundry debtors . 


Cash at banks and in hand fof aie 119 on Bhioceed Erconn) 


1965 
Securities pledged (not specified here) 2,819 


Total assets . 


Shareholders’ equity and liabilities 
Shareholders’ equity 

Share capital 

Legal reserve : 
Unappropriated earnings . 


Long-term liabilities 

Pension Foundations : 
Debenture loan, AB Volvo . 
Promissory loans 


Commitments in respect of 


Capital expenditure decided upon and contracted goods . 


Current liabilities 


Suppliers . 
Advance payments from customers 
Sundry current liabilities and provisions . 


1965 
Contingent liabilities (not specified here) 400 


Total shareholders’ equity and liabilities . 


1964 
25030 


1964 
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1965 1964 


kr. 1,000 kr. 


11,148 « AS 


1,000 


23,626 


7,766 


5,668 


6,960 
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KOPINGS MEKANISKA VERKSTADS AKTIEBOLAG 


Comments on the Accounts 


The Balance Sheet 


1. BUILDINGS AND PLANT 
At the end of the financial year the position was (in kr. 1,000): 


Original eee Depreciation oa geen: ie ae 
cost in 1965 account aout value reo 
Factory sites and installations 374 — — 374 824 —- 
Buildings and facilities ‘ 4,507 25) 2,480 DAT 55239 15,660 
Machinery, equipment and tools 19,482 ge: S274 4,208 — 54,350 
Additions to plant, etc., in progress 422 — — 422 — — 
Total 24,785 1,867 17,754 7.0311 6,063 70,010 
Depreciation during the preceding year 964 
The 1965 depreciation amount for machinery and equipment includes kr. 612,000: — for extra depreciation over and above 
the Company’s normal provision. Capital expenditure during the year amounted to kr. 4,668,000: —. 
2. STOCKS kr. 1,000 
In the Balance Sheet the stock value amounted to: KMVA PRI 
Pension Bonnet 
kr. 1,000 Foundation *OUnC#t0n 
ae ee Company liabilities at Ist January, 
Physical stocks . 16,298 12a oer OnS 3,865 1,364 
Contracted goods . ae 3,940 2,711 Interest for 1965 nea | = 
Total 20,238 19,948 Total 4.096 1,364 
PT ; Transferred to the PRI Foundation . — 404 + 404 
Reserve for obsolescent goods . 926 820 Amount transferred from Foundation 
General stock reserve . 8,752 9.351 corresponding to ATP contributions 
Total reserves 9,678 10,171 disbursed during 1965 SSS ae 
Net stock value as per Balance Sheet 10,560 9,777 Company liabilities at 31st December, 
1965 2293 1,768 


The general stock reserve, which was reduced by kr. 599,000: — 
during 1965, consisted of 60 % of the physical stocks value at 
the end of the year. 


3. BALANCE OF UNAPPROPRIATED EARNINGS 


The disposition of earnings proposed by the Board and Manag- 
ing Director for the year 1964 was approved by the General 
Meeting and is shown in the comparative column in the Profit 
and Loss Account on page 46. 


4, PENSION FOUNDATIONS 


The capital of the Kopings Mekaniska Verkstads Aktiebolag 
Pension Foundation was considerably in excess of the pension 
commitments of the Company. As a consequence of this, the 
Company transferred during 1965 from the Foundation to the 
trading results a sum corresponding to ATP contributions dis- 
bursed throughout the year. The capital of the Pension Founda- 
tion will also be similarly reduced during the coming financial 
year. 
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Disbursed pensions were charged to the year’s earnings. 


5. SUNDRY CURRENT LIABILITIES AND PROVISIONS 


In the Balance Sheet the amounts entered as sundry current 
liabilities and provisions comprehended: 


kr. 1,000 
1965 1964 
CED CVHe pee ot Ge Gs. elas Geo eG 28 4 
Miscellaneous liabilities . 3,058 2,598 
Provisions 768 689 
Total 3,854 3,291 


Profit and Loss Account 

Included in the administrative and selling expenses are the gen- 
eral administrative expenses which amounted to kr. 285,000: —. 
which amount was calculated in accordance with previous 
practice. 


Svenska Flygmotor Aktiebolaget 


Annual Report of the Board and Managing Director for 1965 


Management Report 


During 1965, the Company was chiefly engaged in the manu- 
facture of jet engines and printing machinery as well as con- 
siderable development, design and experimental work under- 
taken principally on behalf of the Swedish Air Ministry. 

A supplementary agreement to the current main agreement 
between the Swedish Air Ministry and the Company was 
approved by King-in-Council during the month of April and 
will apply to the end of the year 1975. 

A resolution was passed by the Swedish Parliament in May 
to continue the development work on the aircraft Weapons 
System 37. Consequently the comprehensive work on the 
development of the RM8 type jet engine continued completely 
in accordance with the agreed programme. 

The decision reached at the same time to delay the first series 
deliveries of the attack version resulted in the Company extend- 
ing the planned dates for the current RM6-programme. An 
adaptation to this lower rate of delivery was started during 
the year. 

Turbo-jet engines and spare parts were delivered according 
to programme to the Swedish Air Ministry. Orders on hand at 
the end of the year were somewhat smaller in magnitude com- 
pared with those on the corresponding date of the previous year. 

Considerable orders for aircraft engine parts continued to 
be received from Rolls-Royce Ltd., England. 

Series deliveries on behalf of AB Volvo of engine units for 
the type S tank were started, and component manufacture was 
adapted to a future higher rate of delivery. The backlog of 
orders increased considerably within this branch of production. 

Manufacture of parts earmarked for the Parent Company’s 
car production progressed according to plan. 

Sales of the web offset presses, type GMA Levey, continued 
to enjoy success with deliveries to England, Switzerland, West 
Germany and Sweden. Sales of the two-revolution printing 
presses were less than for the previous year. Considerable in- 
crease in sales was noted for other printing products, and the 
overall printing programme was such that an increase in turn- 
over of more than 70 % could be recorded. 

The prototype of a new sheet rotary press was completed 
during the year, and extensive testing on it began. 

The Company’s total orders in hand concerning all branches 
of its activities increased during the year. 

Further investments in experimental and testing resources 
for the engine type RM§8 absorbed costs amounting to kr. 4 
million. Machinery and other equipment for both military and 
civil manufacture were procured for the sum of kr. 4 million. 

To expand the civilian activities of the Company and thereby 
to safeguard its business in the long run, the planning of new 
projects was continued unabated. 


The average number of employees was: 1965 1964 
Salaried staff 989 1,024 
Wage earners 1,138 1,142 

DOG 2,166 


Total 


Wages, salaries and other emoluments during the year amount- 
ed to kr. 48,264,000: —, of which kr. 745,000: — went to the 
Board and Management, kr. 27,070,000: — to remaining sa- 
laried staff and kr. 20,449,000: — to wage earners. 

The costs fixed by social benefits, prescribed by law or 
through collective agreement, such as pensions, holidays with 
pay, etc., amounted during 1965 to the considerable sums 
specified below: 


kr. 1,000 

Annual and public holiday wages (included in the 
amounts given above) 4,634 
Pension costs 4,167 
Insurance contributions 807 
Total 9.608 
(9645 Oe) 


In addition to these obligatory commitments, costs were also 
borne by the Company for training and education, health con- 
eel, EKe. 

The result of the Company’s activities during 1965 and its 
position at the end of the year are shown in the accompanying 
Profit and Loss Account as well as in the Balance Sheet and 
the Comments on the Accounts. 

The Consolidated Balance Sheet shows an amount of kr. 
6,969,000: — for unappropriated earnings as at 31st December, 
1965, after deductions for internal profits. Of this amount, it 
is proposed to transfer kr. 676,000: — to the supplementary 
legal reserves. 


Available for disposition by the General Meeting: kr. 1,000 
Balance of unappropriated earnings . 2,390 
Profit for the year . 4,183 

Total Grol 


The Board and Managing Director propose that the above 


amount be disposed as follows: kr. 1,000 
Allocation to supplementary legal reserve . 670 
8 % dividend FR Ane Wellies, Sit, Pees 2,880 
Balance of unappropriated earnings carried forward 5,023 

Total 6,573 


The Balance Sheet shows the position on the assumption that 
the General Meeting approves the proposal of the Board and 
Managing Director concerning the distribution of earnings in 
the matter of the allocation to the supplementary legal reserve 
and dividend payment. 


Trollhattan, 2nd March, 1966 


G. ENGELLAU 


SVERRE R:SON SOHLMAN 
SVANTE SIMONSSON 


EBBE SVENSSON 
P. ODELBERG 


A. KORLING 
Managing Director 
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SVENSKA FLYGMOTOR AKTIEBOLAGET 


Profit and Loss Account for 1965 and balance of unappropriated earnings 


Sales : : 
Cost of products Rol atthe penne EES depress 
tion, type development costs, etc., and guarantee costs (general 
administrative expenses 1,156) . 


Trading profit 


Miscellaneous income . 
Interest : 

Cash discounts recemed 
Profit on sales of fixed assets 
Sundry income . 


Miscellaneous costs 


Interest 
Cash discounts 
Sundry costs . 


Taxes on income 


Net profit for 1965 
Balance of unappropriated earnings at sannchee Of year 
Less scrip issue . 


At the disposal of the General Meeting . 


Less, according to the recommendations of the Board and 
Managing Director: 

Allocation to the legal reserve . : 

Allocation to the supplementary legal reserve 

Dividend . 


Balance of unappropriated earnings at 31st December, 1965 


50 


1965 1964 
kr. 1,000 kr. 1,000 
165,331 164,725 
158,094 158,816 
Heo 5,909 
2,224 
538 
83 
The 2,924 
8,833 
ass 
371 
83 1,479 
7,354 
3,450 
3,904 
6,076 
4,000 2,076 
5,980 
710 
2,880 35220 
2,390 


Balance Sheet as at 31st December, 1965 


Assets 

Fixed assets 

Property, machinery and equipment . 
Shares and stockholdings . 

Long-term loan to subsidiary acme - 


Capital expenditure decided upon . 


Current assets 

Stocks . : 
Trade debtors i with 3, 398 i in oneranics bills) 
Advance payments to suppliers . 


Accounts with Group companies (of ibis 821 mith supe 


ary companies) . 
Sundry debtors . 


Cash at banks and in fan (or whch 920 on pect tivestment 
account in Sveriges Riksbank and 1,468 on blocked accounts) 


1965 
Secwinines Gm! . « o 2 o o 3 165,346 


Total assets . 


Shareholders’ equity and liabilities 
Shareholders’ equity 


Share capital 

Legal reserve : 
Supplementary legal reserve . 
Unappropriated earnings . 


Reserve for future investments . 


Long-term liabilities 


Pension Foundation 
Promissory loans 
Subsidiary company 


Commitments in respect of 
Capital expenditure decided upon . 


Current liabilities 


Suppliers . aes 

Subsidiary companies . : 

Advance payments from Sacaligh Air Minieiry 
Sundry current liabilities and provisions . 


1965 
(Coininacintt Ineo 5 5 « o o « 4,401 
Pension commitments, annual. . . 74 


Total shareholders’ equity and liabilities . 


1964 
165,782 


1964 
2,402 
65 
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1965 1964 
kr. 1,000 
47,308 
814 
389 48,511 
10,983 
63,128 
29,494 
10,443 
3,030 
1,864 
147,096 44,679 152,638 
205,985 Oy 
36,000 
7,200 
2,830 
2,390 48,420 
2,000 
1,030 
408 
600 2,038 
10,983 
6,873 10,542 
P25) 49 
112,024 118,674 
20,847 139,869 19,426 148,691 
TSE 


SI 


SVENSKA FLYGMOTOR AKTIEBOLAGET 


Comments on the Accounts 


1. BUILDINGS AND PLANT 
At the end of the financial year the position was (in kr. 1,000): 


Ae Rae le Net Fire 
Original Depreciation Depreciation book Rateable scuranes 
cost in 1965 account value 
amount value 
Factory sites and installations . 3,489 99 914 DSS) 1,939 — 
Buildings and facilities : 46,649 1,666 23 TA 22,936 41,803 55,990 
Machinery, equipment and tools 82,947 6,245 61,609 21,338 — 143,110 
Additions to plant, etc., in progress 758 — — 758 — 760 
Total 133,843 8,010 86,236 47,607 43,742 199,860 
Depreciation during the previous year 6,884 


Capital expenditure during the year amounted to kr. 31,1 DOs =. 


2. SHARES AND STOCKHOLDINGS 


Specification of holdings: Nominal —_ Book 

; value amount 

Subsidiary companies in 1,000 kr. 1,000 

Grafiska Maskin AB. . . . Sw.Kr. 600 600 

A. Anderssons Maskin AB . . Sw. Kr. 10 10 

Tirfing Printing Machinery, Inc. / Us$ ) 26 

Tirfing Schnellpressen-Vertriebs 

GmbH . DM 100 128 
Subsidiary companies 764 

Non-affiliated companies 

AB Atomenergi . Ow. Kr. 50 50 

Total 814 
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3. STOCKS 

The Company’s stocks of raw materials, finished and semi- 
finished products, and work in progress, are entered at adequate 
values and the stock reserves are slightly increased in the cur- 
rent accounts 


4, BALANCE OF UNAPPROPRIATED EARNINGS 

The disposition of earnings proposed by the Board and Manag- 
ing Director for the year 1964 was approved by the General 
Meeting and is shown in the comparative column in the Profit 
and Loss Account on page 50. 


5. PENSION FOUNDATION 


Company liability in respect of the PRI-foundation amounted at 
31st December, 1965, to kr. 2,414,000: —. The corresponding 
liability at Ist January, 1965, was kr. 1,030,000: —. Disbursed 
pensions were charged to the year’s earnings. 
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6. SUNDRY CURRENT LIABILITIES 


In the Balance Sheet the amounts entered as sundry current 
liabilities and provisions comprehended: 


kr. 1,000 

1965 1964 

Taxation . i 1,637 — 

Proposed dividend a ae ee 2,880 2,880 
Advance payments from customers 

other than Swedish Air Ministry . 3,051 4,412 

Miscellaneous liabilities . D671 8,970 

Provisions 3,608 3,164 

Total 20,847 19,426 


7. SECURITIES PLEDGED AND CONTINGENT LIABILITIES 


kr. 1,000 
Securities pledged — own: 1965 1964 
Stock, machinery, equipment . 155,000 155.000 
Blocked bank deposits 1,468 470 
Total 156,468 155,470 
Securities pledged — received: 
Stock, machinery, equipment . 5,000 5,000 
Miscellaneous 3,878 3.312 
Total 8,878 10,312 
Contingent liabilities: 
Swedish Employers’ Confederation 909 857 
Miscellaneous Bo fe 3,492 1,545 
Total 4,401 2,402 


The RM 8 engine, which Flygmotor is developing for Aircraft 
37 “Viggen”, has a thrust of approx. 12 tons with the after- 
burner in operation. A limited series is being produced for test- 
ing in aircraft (upper picture). 


The prototype of a completely new four-colour sheet rotary 
letterpress machine has been produced by GMA. This press is 
intended for high quality printing and has a production volume 
considerably greater than conventional letterpress machines 
(lower picture). 
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REPORT FOR JANUAR Y—JUNE 1965 FROM THE MANAGING DIRECTOR 


AKTIEBOLAGET VOLVO 


Managing Director’s Report of the Activities of the Company During the First Six 
Months of 1965 


On a basis of the six-monthly accounts for Volvo and its subsidiary companies I should like, as was 
the case last year, to supply you with a report concerning the first six months of this year which has 
been characterized by continued expansion in the Volvo Group. An increase in sales of 20 % has not 
resulted in a corresponding increase in earnings. The larger volume concerned has not been completely 
compensated because of increased investments for technical product development as well as rising over- 
heads, salaries and higher material prices. The shortage of man-power is becoming more noticeable 
and is having a more significant effect on the possibilities of the Volvo Group to continue its expansion 
within Sweden. The lack of housing is having a detrimental effect on the recruitment of personnel and 
this concerns primarily the Gothenburg district. The trading results of the Volvo Group during the 


first six months of this year have been about 10 % better than the previous year but about 


in relation to turnover. 


The Volvo Group 
Market Situation 


The favourable marketing situation which has prevail- 
ed during recent years also characterized the first six 
months of 1965. As a result of this, there has been a 
demand for all the products manufactured by the 
Group. A continued increase in world production 
within the range of objects manufactured by the 
Group has resulted in increased and stiffer competition. 

Within certain countries in Western Europe the fa- 
vourable marketing conditions have resulted in a cer- 
tain degree of inflation. In order to restrict this effect, 
the governments of several countries have applied 
restrictions, primarily in the form of economic policy. 
The interest rate level has thus increased in several of 
the countries to which the Volvo Group has consider- 
able exports. Stricter regulations concerning hire-pur- 
chase trade have been introduced in many countries. 
Both these measures have a detrimental effect primarily 
on capital goods such as motor vehicles, agricultural 
machinery and machine tools. The import surcharge 
introduced by Great Britain in the autumn of 1964 is 
still in force, even though there has been some slight 
reduction. 

During the last six months, on the other hand, the 
market situation in Sweden has been consolidated by 
an increased investment activity within industry and 
commerce. This has resulted in increased orders for 
Volvo Group products such as machine tools, printing 
presses, engine units and commercial vehicles. 

The tendency towards a greater demand for credit on 
the sales side, which has earlier been mentioned in the 
Annual Report and Six-Monthly Accounts, continues. 
With few exceptions there is a constant lack of capital 
in the under-developed countries, in spite of the fact 
that the sales volume of the Volvo Group has remained 
practically constant, and increased investment has been 
necessary in the form of large customer credits. 

As a result of the high investment rate during recent 
years in connection with continued rationalization, it 
has been possible to raise the manufacturing capacity. 


% lower 


The increased demand already mentioned concerning 
the products of the Volvo Group has resulted in an 
increase in sales of about 20°. The table below shows 
the invoiced figures during the first six months of 1965 
and 1964 for the manufacturing companies of the 


Volvo Group in Sweden. 
Million Sw. Kr. 


1965 1964 
ViOlV Orme wr rae ee ea 974 818 
Bolinder-Munktell =n) ae eee 180 
K6pings Mekaniska Verkstad_ . 16 11 
Flvomotogem eae as eens 80 72 


The sales and trading results of AB Volvo are comment- 
ed under special headings. 

The amount invoiced by AB Bolinder-Munktell in- 
creased by 45 million Sw. Kr. or 25%. The increase in 
turnover has primarily concerned the Swedish market 
which increased by 35°. Export deliveries increased by 
10°,. It is particularly the marked increase in demand 
during the first six months of this year for the tractors 
manufactured by the company and special equipment 
for these tractors which has made its contribution to 
this large increase. It has not been possible to fully 
satisfy the demand. 

The BM - Volvo 400 tractor which was introduced 
during 1964 has fully come up to expectations and has 
been responsible for more than 40 °, of the total num- 
ber of tractors delivered. 

The tendency shown by the earnings of AB Bolin- 
der-Munktell is particularly satisfactory. 

The marked increase in sales at KOpings Mekaniska 
Verkstad compared with the first six months of 1964 
concerns large special machines, lathes and cast mate- 
rials. There was a considerable increase in the export 
figures. 

The decision made in principle during the spring by 
the Swedish Parliament concerning Weapons System 
37 is of great significance for Svenska Flygmotor AB 
since this company is to manufacture all the engines for 
the aircraft included in this system. 


During the spring President Urho Kekkonen of Finland together with Prime Minister Tage Erlander of Sweden 
made an unofficial visit to the company. They were shown round the plant by Managing Director Gunnar Engellau 
and thoroughly enjoyed a trip in the Volvo Laplander — the light cross-country vehicle manufactured by the 
company (upper picture). 

During the spring Bolinder-Munktell introduced a new forestry machine which is primarily designed for large-scale 
forestry work. This machine is available in timber skidding and loading versions (lower picture). 


Production Capacity 

In accordance with the long-term investment plans of 
the Volvo Group, a considerable amount of new plant 
was in course of construction during the first six months 
of the year at many of the Group factories. During the 
spring grading work was started for the new spare parts 
and service plant at Torslanda. Since the architectural 
competition for a new head office was decided at the 
beginning of the year, projecting and planning work 
continues. 

At K6ping the factory is being extended for the 
manufacture of car power transmission components. 
Extension work is going on at the Floby factory for the 
machining of hubs and brake drums. The Volvo-Ume- 
verken plant for the manufacture of truck cabs is being 
expanded considerably in accordance with a decision 
made when Volvo took over the plant in the autumn of 
1964. 

The assembly factory for cars in Ghent is now almost 
complete. This plant will be officially inaugurated on 
November 3rd and will have a capacity of about 14,000 
cars per year to start with. 

In Eskilstuna contracting work has been started by 
Bolinder-Munktell on a new head office. In Arvika this 
company has also started work on a large plant in the 
form of an assembly hall for excavators and loaders. 
In Hallsberg, where the manufacture of combine har- 
vesters is concentrated, a new workshop has been com- 
pleted and work has also been started on a new labo- 
ratory building. 

During the first six months of this year total invest- 
ments in the Volvo Group companies attained more 
than 50 million Sw. Kr., this being about the same as 
during the first six months of 1964. 


Technical Product Development 

Further on in this report there is a description of the 
technical product development being carried out by the 
Parent Company. This shows that the new features 
which can be presented this year are concentrated to 
commercial vehicles. Radical development work which 
has been carried out for several years has now resulted 
in a completely new series of trucks. 
Bolinder-Munktell is also presenting many new models 
this year. This spring, for example, a couple of different 
versions of a new large forestry machine were introdu- 
ced. This machine, which has an output of 105 b.h.p., 
is primarily intended for large scale forestry work. 

At K6pings Mekaniska Verkstad production work 
has been started on a numerically controlled capstan 
lathe which represents a further step in the develop- 
ment towards technically advanced special machines. 

In addition to extremely extensive development work 
on the new aircraft engine RM-8, Svenska Flygmotor 
Aktiebolaget has demonstrated a hybrid rocket engine 
in cooperation with the Swedish defence authorities. 
This rocket is driven by a special fuel in a solid form 
which has been developed by the company chemical 
laboratory. 

Grafiska Maskin Aktiebolaget, a subsidiary to Flyg- 
motor, presented a new sheet-fed rotary press in the 
first six months of this year. 

There has been a considerable increase in the costs 
within the Volvo Group for technical product deve- 
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lopment during the first half of this year. Continued 
technical development requires more and more invest- 
ment due to new production methods. The creation of 
each new product within the Group production pro- 
gramme now requires considerably greater economic 
investment than earlier. 


Aktiebolaget Volvo 

Market Position and Sales 

The motor vehicle market, which has been character- 
ized by intensive expansion in the greater part of the 
world for several years, is showing signs of less uniform 
development this year. While the demand for trucks in 
many countries has continued to increase, the develop- 
ment of car sales has decreased in many areas. In 
Sweden an increase in purchase tax on July Ist, 1965, 
resulted in intensive development on the Swedish motor 
vehicle market and new registrations of cars during the 
first six months of the year were 136,454 compared 
with 119,290 in 1964, this representing an increase of 
14.4%. 

There is every reason to consider development on the 
car market during the next six months with a certain 
degree of caution. In the United States, however, the 
trend is still positive and it has been calculated that 
there should be a new sales record of more than 9 
million cars during 1965. 

The demands for local assembly and manufacture 
which have earlier become noticeable on many export 
markets have become further intensified and several 
investigations concerning such projects as well as tech- 
nical and administrative help to existing assembly fac- 
tories abroad have resulted in increased demands on the 
Volvo organization for production in other countries. 

As far as Volvo is concerned, the sales situation 
during the first six months of the year has been charac- 
terized by the fact that the demand for both cars and 
trucks has constantly exceeded the supply and this has 
resulted in many cases in considerable delivery delays. 

AB Volvo’s sales during the first half of this year 
attained 974 million Sw.Kr., an increase of 156 million 
Sw.Kr. or 19.1°% compared with the same period in 
1964. 

The sub-division of sales between the various pro- 
ducts is shown in the following table: 


The new Diesel engines — TD 100 A and D100 A 
— for the Volvo 88 truck series have outputs of 
250 b.h.p. SMMT (270 b.h.p. SAE) and 165 b.h.p. 
SMMT (185 b.h.p. SAE). In addition to outstand- 
ing fuel economy these engines are also charac- 
terized by robust construction which permits a 
high degree of supercharging as well as ensuring 
a long life and maximum running reliability under 
the most difficult conditions of operation (upper 
picture). 


The power transmission in the Volvo 88 series is 
of advanced design. The gearbox — R60 — has 
eight forward gears and two reverse gears, the 
forward gears being divided up into a low speed 
range and a high speed range. All the gears are 
synchronized and the ratios are evenly spaced 
(lower picture). 


January—June, 1965 January—June, 1964 


Value in Value in 
Quantity millions of Quantity millions of 

Sw. Kr. Sw. Kr. 
Cars 58,736 548 49,538 457 
Vans and Station 
Wagons 10,467 102 8,747 84 
Trucks Stewed 250 6,400 208 
Biseseg ere ae. a. ons) 20 597 28 
Engines, etc. 5 . = 54 = 46 
Total . RAS GE see oe 
Of which exported 39,651 436 35,459 390 


Sales on the Swedish market increased to 538 million 
Sw.Kr. during the first six months of 1965 from 428 
million Sw.Kr. during the same period in 1964. 

For many years Volvo has topped sales statistics in 
Sweden for both cars and trucks and this position was 
also maintained during the first six months of this 
year. The Volvo 121/122 S is by far the most sold car 
model in Sweden. 

Exports increased by about 12°, to a sales total of 
436 million Sw.Kr. 

The following table shows the distribution and deve- 
lopment of exports on the various markets during the 
first six months of 1965 and 1964. 


Million Sw. Kr. 
1965 1964 
Scandinavia, Finland and Iceland ISS 1B 
Europe,excludingcountriesabove — 103 97 
IN@imin Avmeriea  . . . 5 o 6 « 108 93 
Oulnee WIREIS 2 0 6 9 9 0 a 70 68 
ARO ULE ee by a ey ie 436 390 


Volvo’s Foreign Sales Companies 
Volvo’s export trade, which is rapidly approaching an 
annual value of 1,000 million Sw.Kr., has, as already 
pointed out in various connections, required consider- 
able investments from Volvo from the viewpoints of 
both organization and finance. 

On most of the Volvo export markets, the Company 
is represented by independent importers. For certain 
countries the natural solution has however been a 
fully-owned subsidiary company and these subsidia- 
ries are responsible for about 60°, of the value of 
Volvo’s exports. 

Subsidiary sales companies exist at present at the 
following places : 

Oslo 

Copenhagen 

Helsinki 

Dietzenbach—just outside Frankfurt am Main 

Lyss—in northwest Switzerland 

Rockleigh, New Jersey, USA—which has, in its turn, 

a subsidiary on the West Coast of the USA in 

Los Angeles 

Toronto, Canada 

Lima, Peru 


In addition to this Volvo cars and trucks are sold on the 
French market through the subsidiary of Bolinder- 
Munktell known as Volvo-Bolinders S.A. in Paris. 
Keeping pace with the intensive increase in export 
during recent years, Volvo and the Volvo subsidiaries 
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in other countries have invested many million Sw.Kr. 
in new import and distribution plants. During 1964 
plants of this type were inaugurated in Rockleigh in 
the USA, at Lyss in Switzerland and in Helsinki. At 
the beginning of this year a corresponding plant was 
completed at Dietzenbach in West Germany and later 
this autumn the Canadian subsidiary will be moving 
into a new plant in Toronto. Work is also proceeding 
on a new plant for the sales company in California. 
The Bolinder Munktell subsidiary in France will be 
taking a new plant in Paris into service during 1966 
and this will also be utilized for Volvo’s sales. 

These foreign sales companies operate with a con- 
siderable degree of independence and have taken up 
loans within the country concerned so that they can 
contribute to the financing of investments in plant 
and also make a contribution to the required trading 
capital. Financial support has however been requested 
from the Parent Company which has also often found 
it necessary to cover introduction and running-in 
costs for several years during the construction period. 
Most of the subsidiary companies are however now 
fully established within their respective countries and 
have returned satisfactory results with one or two 
exceptions so that Volvo also derives profit from this. 
The Finnish subsidiary is well worth underlining in 
this connection since, through its own earnings, it has 
been able to consolidate its position. The same applies 
to the subsidiary in the United States which has had 
outstandingly good trading results during recent years. 


New Sales Products 

Since the beginning of this year Volvo has introduced 
many new features and new models. On the truck side 
a completely new series known as the Volvo 88 has 
been presented. This series includes four basic types 
of large Diesel trucks which together cover the com- 
plete range within the heavy transportation sector for 
train weights of up to 70 tons. The Turbo version of 
the new engine in the Volvo 88 series has an output of 
250 b.h.p. SMMT. Further new features include a 
type of gearbox which is completely new for Europe 
as well as a new rear axle, suspension system, frame, 
cab, steering system and brakes. 

The new engine makes possible high unvarying dri- 
ving speed and thereby good economy. One outstand- 
ing feature is that the engine has individual cylinder 
heads— one for each cylinder. 

By the time this report is distributed, the new car 
features for 1966 will have been published. I should 
particularly like to mention that all the 121/122 S mo- 
dels and the 1800 S sports car now require no greasing 
whatsoever. The sports engines in the 122 S and the 
PV 544 as well as the 1800 S engine have now also 
increased output. These new features further accen- 
tuate the outstanding performance, safety and eco- 
nomy of Volvo cars. 


Number of Employees 


Since the beginning of the year the number of employ- 
ees within the Automotive Division of Volvo increased 
by about 600 persons as follows : 
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30.6.1965 31.12.1964 
Salaried Staff 4,098 3,996 
Wage Earners 9,443 8,924 
Total 13,541 —-12,920 


The Result of Activities and the Liquidity 
of the Company 


As already mentioned in the introduction, the result 
of activities has not developed at the same rate as the 
turnover. Thus the earnings for the first six months of 
this year before depreciation and dispositions closely 
agree with the corresponding earnings in the first six 
months of 1964. I have already mentioned the reasons 
for this relative decrease. 

It is normal for the trading results of Volvo to be 
rather lower during the second half of the year and the 
invoiced sales figure will be rather lower than during 
the first half of the year. The full impact of wage and 
price increases and modifications made necessary by 
the introduction of new products in the workshops 
implies a considerable loading. The purchase tax in 
Sweden was increased at the end of June and this will 
also influence the results during the second half of the 
year. 

On condition that the general market situation does 
not undergo any significant detrimental changes, 
the rest of 1965 will provide a satisfactory result, but 
rather less in relation to turnover than in 1964. The 
earnings for 1963 and 1964 before disposition and 
taxation were about 12°, of the turnover. It is expec- 
ted that the corresponding figure for 1965 will be a 
few percent lower. 

It is expected that the earnings before dispositions 
will be rather lower than in 1964 while the net earnings 
after the necessary allocations have been made and 
taxation paid should be unchanged. 

Considerable investments, increased customer cre- 
dits and a supplementary payment of taxation amount- 
ing to about 25 million Sw.Kr. have resulted in a 
drain of about 40 million Sw. Kr. on the liquid assets, 
including an investment loan. The remaining 350 million 
Sw.Kr. mean, however, that Volvo’s financial position 
is still very strong. 


Gothenburg, August 1965 


' 
The new Volvo plant for the manufacture of car 
upholstery — Volvo Bengtsforsverken — was in- 
augurated on June 9th by Finance Minister Gun- 
nar Strang after a building period of eight months 
(upper picture). 


On May 19th a new import plant for West Ger- 
many was inaugurated at Dietzenbach — 20 km 
(12% miles) south of Frankfurt am Main, In addi- 
tion to a head office, this plant also includes work- 
shops, training premises and a central spare parts 
store for the market in question (lower picture). 
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